COMPANY  PROFILE 


AMERICAN  MANAGEMENT 
SYSTEMS,  INC. 

1777  North  Kent  Street 
Arlington,  VA  22209 
(703)  841-6000 


Charles  Rossotti,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  2,200 
Total  Revenue,  Fiscal  Year  End 
12/31/87:  $174,308,000 


The  Company         American  Management  Systems,  Inc.  (AMS),  founded  in  1970, 

provides  professional  services,  application  software,  and 
processing  and  micrographics  services.  Since  1982,  AMS's 
marketing  has  focused  primarily  on  larger  financial  services  firms, 
federal  government  agencies,  state  and  local  governments, 
colleges  and  universities,  energy  industry  clients,  and 
telecommunications  companies. 

The  company's  strategy  is  to  provide  a  combination  of  professional 
services,  AMS  productivity  tools,  and  packaged  proprietary 
application  software  to  clients  in  certain  target  markets  and  to 
maintain  long-term  relationships  with  its  clients.  Eighty-three 
percent  of  AMS's  1987  revenue  was  derived  from  clients  with 
whom  AMS  had  worked  in  1986  and  53%  of  1987  revenue  was 
derived  from  clients  with  whom  AMS  had  worked  in  1984. 

1987  total  revenue  reached  $174.3  million,  a  29%  increase  over 
1986  revenue  of  $135.5  million.  Net  income  rose  45%,  from  $5.2 
million  in  1986  to  nearly  $7.6  million  in  1987.  A  five-year  financial 
summary  follows: 
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AMERICAN  MANAGEMENT  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1987 

1986 

1985 

1984 

1983 

Revenue 

•   Percent  increase 
from  previous  year 

$174,308 
29% 

$135,521 
21% 

$112,217 
16% 

$97,006 
22% 

$79,196 
14% 

Income  before  taxes 
•   Percent  increase 
from  previous  year 

$13,045 
29% 

$10,133 
55% 

$6,536 
35% 

$4,830 
26% 

$3,832 
270% 

Net  income 
•   Percent  increase 
from  previous  year 

$7,582 
45% 

$5,231 
41% 

$3,720 
31% 

$2,841 
41% 

$2,012 
285% 

Earnings  per  share  (a) 
•   Percent  increase 
from  previous  year 

$0.73 
43% 

$0.51 
38% 

$0.37 

32% 

$0.28 
40% 

$0.20 
282% 

(a)    Restated  to  reflect  a  2-for- 1  stock  split  effective  June  10,  1987. 


AMS's  marketing  is  focused  on  providing  a  range  of  related 
services  and  products  to  certain  target  markets-large 
organizations  in  specific  industries--as  follows: 

•  Financial  services  institutions:  AMS  provides  professional 
services  and  application  software  products  to  money  center 
banks,  major  regional  banks,  insurance  companies,  and  other 
large  financial  services  firms. 

•  Federal  government  agencies  and  aerospace  companies:  AMS 
provides  professional  services,  facilities  management,  and 
processing  services  to  civilian  and  defense  agencies. 

•  State  and  local  governments,  school  districts,  and  universities: 
AMS  provides  application  software  products  and  professional 
services  to  city,  county,  and  state  and  provincial  goverrunents, 
local  school  districts,  and  colleges  and  universities. 

•  Energy  industry  clients:  AMS  provides  software  products  and 
professional  services  to  large  energy  companies  and  federal  and 
state  agencies. 

•  Telecommunications  firms:  AMS  provides  professional  services 
and  application  software  products  to  telephone  companies, 
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interexchange  carriers,  international  carriers,  electronic  mail 
providers,  and  cellular  telephone  companies. 

•  Other:  AMS  provides  various  professional  services  and 
processing  for  large  firms  in  other  industries. 

A  three-year  summary  of  source  of  revenue  by  target  market 
follows: 


AMS 

REVENUE  BY  TARGET  MARKET 
($  thousands) 


FISCAL  YEAR 

ITEM 

1987 

1986 

1985 

Services  and  products  revenue 

•   Financial  services 
insiiiuiions 
-  Percent  increase 
from  previous  year 

$31,857 
35% 

$23,605 
54% 

$15,323 
42% 

•   Federal  government  agencies 
and  aerospace  companies 
-  Percent  increase 
from  previous  year 

$51,542 
30% 

$39,516 
23% 

$32,227 
40% 

*   State  and  local 

government/universities 
-  Percent  increase 
from  previous  year 

$27,578 
11% 

$24,831 
29% 

$19,177 
35% 

•   Energy  industry  clients 
-  Percent  increase 
(decrease)  from 
previous  year 

$5,876 
35% 

$4,339 
(40%) 

$7,249 
(40%) 

•   Telecommunications  firms 
-  Percent  increase 
from  previous  year 

$6,873 
57% 

$4,389 
42% 

$3,098 
5% 

•   Other  corporate  clients 
-  Percent  increase 
(decrease)  from 
previous  year 

$21,445 
94% 

$11,056 
(3%) 

$11,377 
(16%) 

Subtotal 

$145,171 

$107,736 

$88,451 

Reimbursed  expenses 

$29,137 

$27,785 

$23,766 

TOTAL 

$174,308 

$135,521 

$112,217 

Revenues  increased  during  1987  in  all  of  AMS's  markets,  with  the 
largest  increases  occuring  in  the  telecommunications,  financial 
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services,  and  energy  target  markets,  and  with  the  business  done  for 
other  corporate  cHents.  Revenue  growth  was  also  partly  attributed 
to  the  acquisition  of  Data  Base  Management,  Inc.  (DBMI)  in 
December  1986. 

•  DBMI  and  its  division.  The  Courseware  Developers  (TCD), 
provide  consulting  and  educational  services.  DBMI  now 
operates  as  a  wholly  owned  subsidiary  of  AMS. 

The  increase  in  net  income  was  attributed  to  increases  in  income 
from  operations  and  reduced  income  tax  expenses. 

Revenue  for  the  three  months  ending  March  31,  1988  reached 
approximately  $50.1  miUion,  a  31%  increase  over  $38.1  million  for 
the  same  period  in  1987.  Net  income  for  the  period  was  $946,000, 
compared  to  $1.1  million  for  the  same  period  a  year  ago. 

•  Revenue  growth  occurred  in  all  of  AMS's  target  markets  and 
was  exceptionally  strong  with  energy  clients, 
telecommunications  firms,  and  federal  government  agencies. 

•  Profit  margins  were  low  during  the  quarter,  as  the  company 
experienced  some  difficulty  coping  with  the  rapid  growth  in 
certain  areas  over  the  last  six  to  nine  months. 

Recent  acquisitions  made  by  AMS  include  the  following: 

In  February  1988  AMS  acquired  Loecus  Informatics,  Inc.,  an 
Ottawa-based  provider  of  various  professional  services, 
including  strategic  systems  planning,  information  center 
management  and  organization,  systems  engineering, 
information  systems  research,  and  computer  systems  training. 

-  The  Loecus  cHent  base  includes  over  30  departments  and 
agencies  of  the  federal,  provincial,  and  local  government, 
Canadian  air  carriers,  and  high  tech  manufacturing  firms. 

-  Loecus  now  operates  as  a  subsidiary  of  AMS  Management 
Systems  Canada. 

•  In  November  1987  AMS  acquired  Technica  of  Princeton  (NJ). 
Technica  provides  credit  decision  models  used  by  consumer 
credit  grantors  to  make  credit  decisions. 

-  The  acquisition  represents  an  expansion  of  AMS's  consumer 
credit  management  business.  In  August  1986  AMS  acquired 
the  BANKSERV  product  line  of  Anacomp,  integrating  it 
into  its  existing  credit  management  software  business. 
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In  February  1988  AMS  announced  that  it  had  been  selected  by 
IBM  to  participate  in  its  Industry  Marketing  Assistance  Program 
(IMAP).  AMS  will  assist  in  the  marketing  and  installation  of 
IBM's  DB2,  SQL,  and  CSP  products. 

Major  competitors  by  markets  served  include  the  following: 

•  Financial  services  institutions:  Hogan  Systems  and  Computer 
Associates. 

•  Federal  government  agencies:  "Big  8"  accounting  firms. 

•  State  and  local  government:  Peat,  Marwick,  Main  &  Co.  and 
Management  Science  America. 

•  Energy  clients:  "Big  8"  accounting  firms. 

•  Telecommunications:  Cincinnati  Bell  Information  Systems. 


Key  Products  and     Approximately  66%  of  AMS's  1987  revenue  was  derived  from 
Services  professional  services  and  processing  services,  and  34%  from 

application  software  products  (including  product  installation  fees). 

A  three-year  summary  of  source  of  revenue,  as  provided  by  AMS, 

follows: 


AMS 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1987 

1986 

1985 

ITEM 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

Professional  and 
processing  services 

$114.6 

66% 

$91.2 

67% 

$77.1 

69% 

Software  products 

59.7 

34% 

44.3 

33% 

35.1 

31% 

TOTAL 

$174.3 

100% 

$135.5 

100% 

$112.2 

100% 

AMS  product/service  revenue  is  recognized  as  follows: 

•  For  large  professional  services  contracts,  AMS  typically 
contracts  for  one  phase  (design,  development,  and 
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implementation)  at  a  time.  AMS  generally  contracts  either  on 
the  basis  of  reimbursement  of  costs  plus  a  fixed  fee,  a  fixed  or 
ceiling  price  for  each  phase,  unit  rates  for  time  and  materials 
used,  or  for  services  sold  at  unit  prices.  In  most  cases,  AMS 
receives  monthly  or  per  deliverable  progress  payments.  Most  of 
AMS's  revenue  is  from  projects  performed  under  cost  plus 
contracts,  or  under  time  and  materials  or  fixed  price  contracts 
in  which  AMS  recognizes  revenue  based  on  the  percent  of  work 
complete.  Many  of  AMS's  projects  require  six  or  more  months 
to  complete. 

•  Revenue  from  licenses  for  "off-the-shelf  packaged  software  is 
recorded  at  the  time  the  contract  is  signed,  less  an  amount 
approximate  to  costs  required  to  complete  the  contract  which  is 
later  recognized  on  a  percent  of  completion  basis. 

-  Software  packages  available  from  AMS  are  presented  in 
Exhibit  A. 

-  AMS  has  made  a  major  commitment  to  improving  the 
productivity  and  quality  of  its  work  for  clients  using  its  Life- 
cycle  Productivity  System  (LPS),  a  proprietary  combination 
of  third-party  and  AMS-developed  software.  LPS  includes 
tools  to  address  all  phases  of  the  life-cycle,  including 
strategic  systems  planning,  system  design,  system 
implementation,  and  system  maintenance,  as  well  as  life- 
cycle  project  management. 

-  LPS  also  includes  AMS's  CORE  Foundation  Software  of 
reusable  code  modules.  This  allows  direct  integration  of 
design  and  implementation  phases  through  the  use  of  LPS 
and  CORE. 

•  Revenue  from  computer  processing  services  is  recorded  on  the 
basis  of  usage  at  scheduled  prices  per  unit  of  production,  or  the 
contract  minimum  monthly  charge,  whichever  is  greater.  A 
profile  of  the  applications  available  on  AMS's  network  (called 
AMShare)  is  presented  in  Exhibit  B. 

AMS  targets  its  products  and  services  to  larger  financial  services 
firms,  federal  government  agencies,  state  and  local  governments, 
colleges  and  universities,  telecommunications  firms,  and  energy 
clients.  In  the  discussion  that  follows,  AMS's  professional  services, 
processing  services,  and  software  products  will  be  described  in 
relation  to  these  target  markets. 
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EXHIBIT  A 

AMS  APPLICATION  SOFTWARE  PRODUCTS 


Product 

Description 

Number 
Installed 

Operating 
Environment 

Credit  Management 
Systems 

CreditLine  Series 

-  Automated  Credit  Application 
Processing  System  (ACAPS) 

Customer  credit  application 
processing  system. 

11 

IBM  370,  43XX, 
30XX,  93XX 

-  Credit  Card  Accounting 
System 

Multi-card  accounting  and 
processing  system. 

60 

IBM  System  38, 
370,  43XX,  30XX 

-  BureauLInk 

Credit  bureau  request  processing. 

22 

IBM  370,  43XX, 
30XX,  93XX 

-  Advanced  Consumer 
Lending  System  (ACLS) 

Consumer  loan  processing  system. 

Available 
Spring  1988 

IBM  370,  43XX, 
30XX 

-  Computer  Assisted 
Collection  System  (CACS) 

Collection  management  system. 

66 

IBM  System  38, 
370,  43XX,  3QXX; 
Wang  VS; 
Tandem  NonStop 

Corporate  Banking  Systems 

-  Letter  of  Credit  System 
(LCS) 

Letter  of  credit,  reimbursement,  and 
banker's  acceptance  processing. 

14 

IBM  43XX,  30XX 

-  Customer  Entry  System 
(CES) 

Customer  interface  to  LCS. 

12 

IBM  43XX,  30XX 

-  Collection  Processing 
System  (CPS) 

Automation  for  clean  and 
documentary  collections. 

13 

IBM  43XX,  30XX 

-  Corporate  Deposit  System 
(CDS) 

Corporate  demand  deposit 
accounting. 

3 

IBM  43XX,  30XX 

-  Relationship  Management 
System  (RMS) 

Account  analysis,  sen/ice  charge 
billing,  and  profitability  reporting. 

4 

IBM  43XX,  30XX 

-  Secured  Electronic 
Mail  System  (SEMS) 

Bank  and  customer  message 
interface. 

5 

IBM  43XX,  30XX 

-  Incoming  SWIFT  Automatic 
Capture  Interface  (ISAC) 

LCS  and  SWIFT  interface. 

5 

IBM  43XX,  30XX 

(cont.) 
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EXHIBIT  A  (cont.) 
AMS  APPLICATION  SOFTWARE  PRODUCTS 


Government  Systems 

-  Federal  Financial  System 

Accounting  and  financial 

10 

IBM  370,  43XX, 

(FFb) 

reporting  system. 

30XX,  93XX; 

DEC  VAX 

-  Local  Government 

Accounting  and  financial 

IDkJl  o  ~7r\    A  o  w 

IBM  370,  43XX, 

Financial  System  (LGFS) 

management  system. 

30XX,  93XX; 

121 

DEC  VAX 

-  Government  Financial 

Accounting  and  financial 

IBM  370,  43XX, 

System  (GFS) 

reporting  system. 

30XX,  93XX; 

DEC  VAX 

-  fln-l  inp  Annraioal  anH 

riupoiy  vai uoLiv^i  1,  loaciliuiIi  ai  i\j 

IBM  370  43XX 

Statistical  Information 

information  system. 

30XX  93XX- 

•^utstpm  ^OA'^I'?^ 

OyolClll  \\Jr\'0\'OI 

-  Ticket  Revenue  and 

Parking  ticket,  tracking/collection 

Available 

IBM  370,  43XX, 

Activitv  Control  Sv^tpm 

svstpm 

o  y  ot v^i  1  1 . 

Sorina  1988 

30XX 

■  OUVcl  1 11 1  icl  U  FiUllidn 

nuiiidii  icoUUiLt;  byoiciii. 

Rocol  irr»D  Q\/ctom 
ricoUUlLft?  oyolc;ill 

Hpv/plnnmpnt 

3nxx 

Education  Systems 

-  Local  Education  Agency 

Local  school  distnct 

4 

IBM  370,  43XX, 

Financial  System  (LEAFS) 

financial  management  system. 

30XX,  93XX; 

DEC  VAX 

-  College  and  University 

Accounting  and  financial 

52 

IBM  370,  43XX, 

Financial  System  (CUES) 

management  system. 

30XX,  93XX; 

DEC  VAX;  CDC 

CYBER  180 

-  Development  Information 

Fund  raising  management  system. 

3 

HP  3000;  IBM 

Qwotpm 

OyoLCl  1 1. 

43XX  30XX 

93XX 

-  Student  Information  Svstem 

Admissions,  financial  aid, 

2 

IBM  370,  43XX, 

student  records,  and  student 

30XX,  93XX 

Energy  Systems 

-  Oil  and  Gas  Information 

Energy  accounting  and  financial 

N/A 

IBM  370,  43XX, 

System  (OGIS) 

control  system. 

30XX;  DEC 

PDP-1 1  /70,  VAX; 

Wang  VS 

Oil /n^iQ  rpupniip  mfinAnpmpnt 

N/A 

IBM  370,  43XX, 

system. 

30XX-  DEC 

PDP-1 1/70.  VAX; 

Wang  VS 

Telecommunications 

Industry  Systems 

-  TieLine 

Customer  billing. 

2 

IBM  370,  43XX, 

Message  processing. 

3 

30XX 

Sen/ice  order  management. 

In  design 

IBM  370,  43XX, 

-  CABS  PLUS 

Carrier  access  billing. 

2 

30XX 
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EXHIBITS 

AMS'S  AMSHARE  NETWORK  SERVICE  PROFILE 


APPI  IPATION  ARFA/PROni  IPT  MAMF 

APPI  IPATIDN  ARFA/PRDDI  IPX  NIAMF 

Operating  Environment 

Distribution 

-  IBM  3090-300E,  MVS/XA 

-  IbM  4341  /4381  Uo,  MVb,  Jbb2 

Mathematics  and  statistics 

-  IBM  4341,  VM,  DOS/VSE,  CMS,  CICS 

-  SPSS 

-  DEC  System  2060,  VMS 

-  SAS 

-  DEC  PDP-1 1 ,  RSX-1 1 M,  RSX-1 1 M  PLUS 

-  EMPIRE 

-  DEC  VAX  8650,  VMS 

^  ^\  \  /  A  V/    J  J     Z*-*/-*^  \fftJ/*\ 

-  DEC  VAX  1 1  /785,  VMS 

Decision  Support 

-  STRATEGM 

Programming  Languages  Supported 

- rUH 1  HAN 

Grapiiics 

-  COBOL 

-  DISSPLA 

-  PASCAL 

-T-  f —  1   1      A         r--i  A  r— 

-TELL-A-GRAF 

-  WYLBUR 

-  BASIC 

Project  Management 

-  MACRO 

-  PROJECT/2 

-  BLISS 

-SLIM 

-APLSF 

1  ICD 

-  LI  or 

Text  Retrieval/Word  Processing 

- oNUbUL 

ftjl  IOC 

-  MUbb 

'  rLtOo 

-  WUnU  II 

-  SDPL 

-  WORDPERFECT 

Data  Management  Software 

Computer  Driven  Laser  Printer 

- ADABAS 

-  XEROX  9790$ 

-  DATACOM 

-DB2 

Computer  Output  Microfilm 

-  FOCUS 

-IDMS 

On-Line  Transaction  Processing 

-  IMS  DB/DC 

Financial  Applications 

-  CFMS  (Comprehensive  Financial 

Management  System) 

-  AIMS  (Association  Information 

Management  System) 
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AMS  provides  professional  services  and  application  software 
products  to  over  175  financial  services  industry  clients.  Services 
and  products  revenues  from  this  segment  were  $31.9  million  in 
1987,  a  35%  increase  over  $23.6  million  for  1986. 

•  AMS  offers  the  CreditLine  Series  of  credit  management 
software  that  supports  all  phases  of  credit  operations,  from 
initial  application  processing,  through  servicing  and  accounting, 
to  collections.  Each  system  can  be  installed  individually, 
collectively,  or  in  any  combination  to  address  evolving  support 
requirements.  Marketed  to  organizations  that  extend  credit  to 
consumers  and  businesses,  including  financial  institutions, 
retailers,  telecommunications  firms,  government  agencies, 
health  care  providers,  and  utility  companies,  the  CreditLine 
series  includes  the  following  systems: 

-  The  Automated  Credit  Application  Processing  System 
(ACAPS)  in  an  on-line  system  that  supports  the  application 
process  from  initial  data  entry  and  screening  through 
investigation  credit  analysis,  credit  decision,  follow-up,  and 
account  setup. 

ACAPS  features  automated  credit  scoring  and  credit 
bureau  retrieval.  Easily  maintained  parameter  tables 
allow  authorized  management  users  to  control 
processing  flow  and  to  enforce  overall  credit  policy. 

First  introduced  in  1984,  there  are  now  10  ACAPS 
systems  licensed  to  support  credit  card  and  loan 
processing  in  both  financial  and  retail  organizations. 

-  The  Credit  Card  Accounting  System  is  a  multi-card 
accounting  and  on-line  processing  system  designed  to  help 
banks  manage  transaction  card  business. 

-  BureauLink,  introduced  in  1986,  is  a  CPU-to-CPU  interface 
to  the  five  major  U.S.  and  three  Canadian  credit  bureaus. 
Providing  organizations  with  rapid,  on-line  access  to 
complete  credit  bureau  reports,  BureauLink  integrates  with 
the  CreditLine  credit  application  processing  package,  or  can 
be  installed  as  a  standalone  system  or  in  conjunction  with 
other  new  account  processing  software.  In  addition, 
BureauLink  can  be  coupled  with  the  CreditLine  on-line 
collections  processing  system  to  provide  collectors  access  to 
a  current  credit  history  of  delinquent  accountholders. 

-  The  Advanced  Consumer  Lending  System  (ACLS)  is  a 
consumer  lending  system  that  supports  open  and  closed  end, 
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fixed  and  floating  rate,  secured  and  unsecured  consumer 
loans. 

In  addition  to  standard  consumer  loans,  ACLS  processes 
student  loans,  small  business  loans,  and  charged-off 
loans.  ACLS  supports  any  type  of  repayment  schedule, 
including  loans  that  change  from  revolving  to  closed-end, 
after  a  specific  period  of  time. 

ACLS  is  scheduled  for  installation  in  the  first  client  sites 
during  the  spring  of  1988. 

-  The  Computer  Assisted  Collection  System  (CACS) 
automates  the  scheduling,  assignment,  and  distribution  of 
collection  work. 

CACS  provides  users  with  on-line  access  to  current 
accounting,  collection,  and  performance  data,  replacing 
hard  copy  collection  cards  and  manual  recordkeeping. 
The  system  prepares  work  lists  of  accounts  for 
supervisor,  collector,  and  clerical  attention  according  to 
management  determined  priorities. 

Other  features  include  automatic  and  on-demand  letter 
generation  and  credit  bureau  request,  collector 
performance  monitoring  reports,  collection  history  and 
audit  trails,  automatic  and  on-demand  account  routing 
for  supervisory  review,  and  integrated  interfaces  with  the 
host  accounting  system.  AMS  now  supports  the 
collection  needs  of  over  168  organizations  worldwide, 
including  more  than  75%  of  the  nation's  50  largest  banks 
and  almost  half  of  the  top  300. 

-  Additional  features  available  as  add-on  modules  to  the 
CreditLink  Series  include: 

•    An  optional  on-line  report  writer,  providing  the  ability  to 
request,  format,  and  view  reports  on-line  using  any  data 
maintained  in  CreditLine  products.  Users  may  work 
with  the  system  to  create  ad  hoc  reports  for  virtually  any 
purpose.  Data  contained  in  multiple  files  can  be 
manipulated  in  a  single  report  format  and,  because  the 
system  is  forms-driven,  there  is  no  programming 
language  to  learn. 

CreditLink  Automated  Call  Processing  Options  offer 
users  of  CreditLine's  on-line  collections  system  the 
following  autodialing  options: 
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Dialink  is  a  generic  interface  that  enables  any  off-line, 
high-speed  automatic  dialing  equipment  to  interact 
with  CreditLine's  collections  systems. 

Dialnet  is  an  on-line  interface  that  links  the 
CreditLine  collections  package  with  the  Computerized 
Autodial  System  (CAS),  an  autodialing  telecomputer 
from  Davox  Corporation. 

Powerdial  is  a  hardware  unit  that  links  IBM- 
compatible  terminals  with  the  PABX,  supporting 
automatic  dialing  of  designated  phone  numbers. 

•  AMS  also  provides  professional  services,  custom  system 
development  support,  and  application  software  to  large 
international  banJcs  and  to  U.S.  money  center  and  regional 
banks.  The  company  focuses  on  four  key  corporate  and 
investment  bank  functions:  International  Trade  Services; 
Corporate  Cash  Management;  Corporate  Management 
Performance  Reporting;  and  Treasury  and  Trading. 

-  Professional  services  include  custom  system  planning  and 
design,  package  customization,  system  installation,  and 
implementation  and  training. 

-  AMS's  application  packages  for  these  areas  are  as  follows: 

The  Letter  of  Credit  System  (LCS)  automates  all  aspects 
of  transaction  processing  for  documentary  and  standby 
letters  of  credit,  bank-to-bank  reimbursements,  and 
banker's  acceptances. 

The  Customer  Entry  System  (CES),  a  companion 
product  to  LCS,  links  the  customer  and  bank  to  allow 
letter  of  credit  applications,  amendment  requests,  and 
status  inquiries  to  be  performed  at  the  bank  customer's 
site. 

The  Collection  Processing  System  (CPS)  provides 
support  for  clean  and  documentary  collections,  both 
domestic  and  international.  It  supports  the  collection 
processing  for  all  remittance,  collection,  and 
presentment  functions. 

•    The  Corporate  Deposit  System  (CDS),  designed 

specifically  for  the  corporate  banking  market,  supports 
all  aspects  of  corporate  demand  deposit  accounting- 
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interest  sensitive  accounting,  backvaluing,  and  automatic 
funds  transfer. 

The  Relationship  Management  System  (RMS),  designed 
specifically  for  the  corporate  banker  and  his  client, 
provides  corporate  customer  account  analysis  and  service 
charge  collection  capabilities,  as  well  as  comprehensive 
contribution  to  profit  reporting  on  the  corporate 
customer,  relationship  officers,  bank  organizations,  and 
products  and  services. 

The  Secured  Electronic  Mail  System  (SEMS)  enables 
the  bank  and  CES  customers  to  send  and  receive 
messages  using  the  LCS  word  processing  features. 
SEMS  allows  the  user  to  add,  change,  delete,  review, 
print,  or  send  a  text  message. 

The  Incoming  SWIFT  Automatic  Capture  Interface 
(ISAC)  captures  and  interprets  incoming  SWIFT 
messages  and  automatically  places  them  in  a  holding 
queue.  An  authorized  bank  operator  may  retrieve  the 
message  preloaded  on  the  appropriate  LCS  screens, 
approve  the  transaction,  add  the  appropriate  charges  and 
other  data,  then  release  the  transaction  to  the  system. 

•    In  February  1988  Westpac  Banking  Corporation, 
Australia  contracted  to  license  AMS's  full  line  of 
international  trade  services  application  software.  With 
the  signing,  Westpac  becomes  AMS's  fourth 
international  customer. 

AMS  provides  professional  services,  processing,  and  facilities 
management  services  to  civilian  and  defense  agencies  of  the 
federal  government.  Services  and  product  revenues  from  this 
segment  reached  $51.5  million  in  1987,  a  30%  increase  over  $39.5 
million  in  1986. 

•  During  1987  AMS  had  90  U.S.  government  clients,  compared  to 
78  in  1986,  and  91  in  1985. 

•  AMS's  Federal  Financial  System  (FFS)  is  an  on-line  integrated 
system  designed  for  governmental  accounting  and  funds  control 
that  is  customized  by  AMS  for  specific  agency  requirements. 

-  FFS  is  being  used  by  the  U.S.  Interior  Department,  the 
Environmental  Protection  Agency,  the  Securities  and 
Exchange  Commission,  the  U.S.  General  Accounting  Office, 
the  U.S.  Army  Comptroller,  the  U.S.  State  Department,  the 
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U.S.  Navy  Comptroller,  the  Administrative  Office  of  the  U.S. 
Courts,  and  Boeing  Petroleum  Services,  prime  contractor  for 
the  U.S.  Department  of  Energy's  Strategic  Petroleum 
Reserve. 

•  AMS  provides  professional  services  to  a  variety  of  agencies  in 
the  Army,  Navy,  Air  Force,  and  Marine  Corps,  and  as  a 
subcontractor  to  major  aerospace  companies  in  the  areas  of 
information  systems,  high  technology  logistics  and  maintenance 
engineering,  weapons  systems  acquisition,  and  military 
command,  control,  communications,  and  intelligence  (C^I). 

-  Information  systems  work  includes  consulting  and  systems 
development  for  administrative  systems,  strategic  systems 
planning,  EDP  acquisitions  support,  quality  assurance  and 
independent  verification  and  validation,  and  life-cycle 
management  documentation  support.  Many  projects  have 
included  micro-mainframe  architectures,  the  installation  of 
departmental  systems  in  a  UNIX-based  environment,  and 
the  use  of  artificial  intelligence  and  expert  systems. 

-  In  the  field  of  engineering  and  logistics  support  for  ships, 
aircraft,  and  major  weapons  systems,  key  projects  include: 
devising  new  maintenance  procedures  based  on  assessment 
of  equipment  reliability;  employing  automated  systems  for 
test  and  diagnostic  functions;  and  linking  inventory  systems 
to  requirements  of  the  weapons  systems  they  support. 

-  AMS  is  also  involved  in  projects  to  improve  headquarters 
and  field  logistics  management  functions,  including  the 
development  of  decision  models  and  performance  standards 
for  maintenance,  supply,  and  other  logistics  elements. 

-  Weapons  systems  acquisition  and  C^I  represent  areas  for 
continued  growth  within  the  Department  of  Defense.  AMS 
is  actively  increasing  its  involvement  in  these  segments  and  is 
involved  in  several  major  projects  through  prime  contractors 
including  GTE,  McDonnell  Douglas,  Westinghouse,  and 
General  Dynamics. 

-  AMS  Technical  Systems,  Inc.,  formed  by  AMS  in  1984,  is  a 
subsidiary  dedicated  to  obtaining  long-term  contracts  with 
defense  clients. 

-  During  1987  AMS  won  a  three-year  $55  million  contract  with 
the  Secretary  of  the  Navy  under  the  Naval  Industrial 
Improvement  Project  to  provide  the  technology  and 
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assistance  to  improve  the  efficiency  of  shipyards,  naval 
aviation  depots,  and  naval  public  work  centers. 

•  Professional  services  provided  to  civilian  agencies  have 
included  the  use  of  local  area  networks,  advanced  data  base 
management  systems,  micro-mainframe  architectures,  and 
expert  and  decision  support  systems. 

-  Services  provided  range  from  information  planning  and 
technology  assessment,  through  the  detailed  design  and 
implementation  of  systems. 

-  Areas  of  specialization  include  office  automation  and 
communications,  expert  and  decision  support  systems, 
financial  and  cash  management  systems,  payroll/personnel 
systems,  and  operations  management. 

-  In  late  1985,  AMS  was  awarded  a  $30  million,  four-year 
contract  by  the  U.S.  General  Services  Administration  (GSA) 
to  provide  EDP  studies  and  technical  assistance  to  GSA  and 
other  federal  agencies  in  the  National  Capital  Region. 

-  AMS  is  also  performing  various  professional  services  for  the 
Department  of  Education,  the  Veterans  Administration,  the 
U.S.  Department  of  Agriculture,  U.S.  Treasury,  the 
Environmental  Protection  Agency,  and  the  National  Science 
Foundation. 

•  Processing  services  provided  to  agencies  include  developing  and 
operating  systems  customized  to  federal  agency  requirements. 
AMS  participates  in  the  General  Services  Administration 
Teleprocessing  Services  Program  under  which  U.S.  government 
agencies  and  departments  can  purchase  processing  services 
from  private  information  services  vendors. 

•  AMS  also  provides  facilities  management  services  to  several 
agencies. 

-  In  July  1987  AMS  was  awarded  a  $23  million,  five-year 
contract  by  the  U.S.  Department  of  Interior  for  computer 
facilities  management  in  support  of  the  Minerals 
Management  Service  (MMS)  Royalty  Management  Program. 
The  contract  is  supported  by  AMS  Operation  Corporation, 
an  AMS  subsidiary  headquartered  in  Lakewood  (CO). 

AMS  provides  application  software  and  professional  services  to 
state  and  local  governments,  local  school  districts,  and  colleges 
and  universities.  Services  and  products  revenues  from  this 
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segment  reached  $27.6  million  in  1987,  an  11%  increase  over  $24.8 
million  for  1986. 

•  AMS  markets  an  integrated  family  of  application  software 
products  to  state  and  local  governments  for  accounting  and 
financial  management. 

-  The  Local  Government  Financial  System  (LGFS)  is  an 
integrated  system  providing  expense  and  revenue  budgeting; 
appropriation,  expenditure,  and  cost  accounting;  general 
ledger,  accounts  payable  and  receivable,  and  cash 
disbursements;  and  encumbrance  control.  Options  include 
utility  billing,  job  cost  and  fixed  asset  accounting, 
payroll/personnel,  performance  measurement,  investment 
inventory,  and  position  management.  The  package  is 
specifically  designed  for  use  by  cities,  counties,  special 
districts,  and  state  government  agencies. 

-  The  Government  Financial  System  (GFS),  introduced  in 
1981,  provides  budgeting,  accounting,  and  financial  reporting 
for  large  government  agencies  such  as  federal  agencies,  state 
governments,  and  large  cities.  The  system  supports  all  major 
government  financial  functions  as  well  as  supporting  GAAP- 
based  reporting. 

-  The  On-Line  Appraisal  and  Statistical  Information  System 
(OASIS)  maintains  property  information  and  performs 
property  valuation,  tax  roll  preparation,  and  tax  collections. 
OASIS  has  three  subsystems  that  may  be  used  independently 
or  in  an  integrated  system.  The  subsystems  are 
Administrative  and  Tax  Roll,  Tax  Accounting,  and  Appraisal 
and  Analysis. 

-  The  Computer  Assisted  Collection  System  (CACS), 
previously  described,  is  used  by  six  state  governments. 

-  AMS's  Ticket  Revenue  and  Activity  Control  System  (TRAC 
System),  introduced  in  1987,  supports  municipalities  and 
counties  in  the  collection  and  accounting  for  parking  and 
moving  violation  tickets.  In  addition  to  the  software,  under  a 
full-service  option,  AMS  performs  all  ticket  processing, 
including  lockbox,  cashiering,  case  tracking,  tow/boot 
programs,  as  well  as  staffing  the  violations  bureau  with 
qualified  professionals  to  perform  "day-to-day"  operations 
and  interact  with  the  public. 

-  The  Government  Human  Resource  System  will  be  available 
in  early  1988. 
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-  AMS  also  provides  information  systems  consulting  and 
custom  systems  development  projects  for  certain  New  York 
City  agencies,  including  the  Transit  Authority  and  the 
Department  of  Finance. 

In  July  1987  AMS  was  selected  by  The  Parking 
Violations  Bureau  of  the  City  of  New  York  to  operate 
and  maintain  its  Summons  Tracking  and  Accounts 
Receivable  System.  The  five-year  contract  involves 
maximum  total  payments  of  approximately  $18  million. 

•  AMS's  Local  Education  Agency  Financial  System  (LEAFS), 
introduced  in  1986,  provides  integrated  appHcations  (similar  to 
LGFS)  for  the  financial  management  of  local  school  districts. 

•  Products  marketed  to  colleges,  universities,  and  nonprofit 
groups  include: 

-  The  College  and  University  Financial  System  (CUFS)  is  a 
financial  management  system  that  provides  budgeting, 
revenue  accounting,  and  accounts  receivable,  expenditure 
accounting  and  accounts  payable,  general  ledger,  grants 
management,  cash  management,  purchasing,  job  cost 
accounting,  inventory  control,  fixed  assets,  and  financial 
reporting.  There  are  currently  more  than  60  colleges, 
universities,  medical  centers,  and  nonprofit  organizations 
using  CUFS. 

-  The  Student  Information  System  (SIS),  introduced  in  1987, 
supports  admissions,  financial  aid,  student  records,  and 
student  accounts  receivable  activities  for  colleges  and 
universities.  The  first  SIS  client  is  the  University  of  Texas 
Health  Service  Center  in  Houston. 

-  The  Development  Information  System  (DIS),  introduced  in 
1985,  supports  alumni  recordkeeping,  fundraising,  and  gift- 
processing  activities  for  universities  and  nonprofit 
organizations.  DIS  clients  include  Harvard  University,  Notre 
Dame  University,  and  the  University  of  Cincinnati 
Foundation. 

AMS  provides  energy  application  software  products  and  custom 
system  development  and  support  services  to  energy  companies  and 
government.  Services  and  products  revenues  from  this  segment 
were  $5.9  million  in  1987,  a  35%  increase  over  $4.3  million 
reported  in  1986. 
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•  AMS's  SYNERGY  product  line  includes  the  Oil  and  Gas 
Information  System  (OGIS)  and  the  Revenue  Management 
System  (RMS). 

-  OGIS,  introduced  in  1981,  is  an  energy  accounting  and 
financial  control  software  product  designed  for  energy  firms 
involved  in  exploration  and  production,  refining  and 
marketing,  or  supply  and  transportation. 

OGIS  provides  information  to  monitor  exploration, 
drilling,  completion,  work-over,  and  production  activities, 
and  it  distributes  expenditures  to  joint  venture 
participants. 

System  features  include  general  ledger,  accounts 
receivable,  accounts  payable,  consolidations,  allocations, 
budgeting,  authorization  for  expenditure  accounting  and 
reporting,  joint  interest  billing,  property  accounting  and 
control,  capital  budgeting,  and  lease  operating  reporting. 

During  1987,  OGIS  was  installed  at  Canadian  Occidental 
and  Mobil  Canada. 

-  The  RMS,  introduced  in  1984,  in  a  companion  product  to 
OGIS.  RMS  calculates,  controls,  and  distributes  revenue  for 
oil  and  gas  sales,  taking  into  account  contract  arrangements 
as  well  as  federal  and  state  taxes.  During  1987,  RMS  was 
implemented  at  BHP  Petroleum  (Americas)  and  Texas  Oil 
and  Gas  Corporation. 

-  Professional  services  provided  to  energy  clients  include 
business  consulting  to  help  clients  identify  profitable  areas 
for  system  development,  and  the  preparation  of  strategic 
plans  for  management  information  systems;  systems 
development,  from  initial  concept  definition,  through  system 
design,  development,  implementation,  and  support;  and 
technical  consulting  in  such  areas  as  hardware  planning, 
network  design,  operational  evaluations  and  timing,  and 
systems  software  support. 

During  1987  AMS  worked  on  a  development  effort  for  a 
major  U.S.  integrated  oil  company  using  AMS's  Life- 
cycle  Productivity  System. 

-  AMS  continues  to  experience  significant  energy  business 
opportunities  in  both  Canada  and  the  U.S. 


Page  18  of  22 


Copyright  1988  by  INPUT.  Reproduction  Prohibited. 


May  1988 


AMERICAN  MANAGEMENT  SYSTEMS,  INC. 


INPUT 


AMS  provides  professional  services  and  software  products  to 
telephone  companies,  interexchange  carriers,  international 
carriers,  electronic  mail  providers,  and  cellular  telephone 
companies.  Services  and  products  revenues  from  this  segment 
reach  $6.9  million  in  1987,  a  57%  increase  over  1986  revenue  of 
$4.4  million. 

•  Projects  currently  underway  include: 

-  ALLTELECOM  (a  joint  venture  of  ALLTEL  Corporation 
and  Pacific  Telecom,  Inc.)  contracted  with  AMS  to  design, 
develop,  and  implement  a  system  for  message  processing, 
biUing,  accounts  receivable,  and  collections  for  the  post- 
divestiture  telephone  operating  company  marketplace.  AMS 
will  retain  marketing  rights  to  the  software  upon  completion. 

-  AMS  is  performing  the  installation  and  modification  of  the 
TieLine  billing  and  service  order  management  systems  at 
Alberta  Government  Telephone  (Canada). 

-  PacTel  Personal  Communications  (a  Pacific  Telesis 
subsidiary)  chose  AMS  to  design  administrative  systems  to 
support  their  cellular  business. 

-  U.S.  Sprint  has  contracted  with  AMS  to  install  the  AMS 
TieLine  Message  Processing  System  at  Sprint. 

•  AMS  also  markets  the  Carrier  Access  Billing  System  (CABS 
PLUS),  which  was  first  developed  by  Pacific  Telecom.  The 
system  manages  billing  of  long  distance  carriers  for  access  to 
local  exchange  networks. 

•  AMS  plans  to  continue  developing  software  products  for  this 
industry  and  undertaking  joint  ventures  with  other 
telecommunications  and  computer  companies. 

Other  product  and  service  market  areas  for  AMS  include  the 
following: 

•  Trade  Associations  and  Membership  Organizations. 

-  During  1986  AMS  completed  a  multi-year  contract  with  the 
American  Association  of  Retired  Persons  (AARP)  to  design 
and  develop  new  systems  to  manage  AARP's  information  on 
its  23  million  members.  AMS  also  set  up  and  operated  a 
new  computer  facility  for  the  association. 
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-  Since  1972  AMS  has  provided  processing  services  to  dozens 
of  associations  and  membership  organizations,  including  the 
Association  of  FHght  Attendants,  the  National  Alliance  of 
Business,  and  AARP.  Membership  accounting,  billing, 
payroll,  and  related  services  are  provided  via  the  Arlington 
data  center. 

•  Other  industries. 

-  AMS  Strategic  Information  Systems  group  designs  and 
develops  custom  systems  to  support  competitive  business 
strategies.  In  1987  AMS  developed  a  major  system  for 
L'Eggs  Pantyhose  to  automate  capacity  plarming,  production 
scheduling,  and  inventory  analysis. 

-  AMS  has  been  designing  and  developing  systems  for  Baker 
&  Taylor  Company  (B&T)  for  the  past  eight  years.  B&T 
provides  on-line  acquisition  and  fund  accounting  services  to 
libraries  and  bookstores  using  systems  developed  by  AMS. 

-  In  March  1988  AMS  announced  contracts  with  General 
Public  Utilities,  Madison  Gas  and  Electric,  Gaz 
Metropolitain,  and  Duquesne  Light  to  install  the  Utility 
Industry  Computer  Assisted  Collection  System  (CACS)  at 
each  of  the  four  utilities  to  improve  and  control  the 
collection  process,  reduce  costs,  and  facilitate  future  growth. 

-  AMS  provides  computer  output  microfilm,  laser  printing, 
and  other  micrographic  services  to  a  variety  of  industries. 

-  Utility  and  general  business  processing  services  are  provided 
through  the  company's  data  center  in  Arlington. 

-  Through  its  newly  acquired  company.  Data  Base 
Management,  Inc.  (DBMI)  and  a  division.  The  Courseware 
Developers  (TCD),  AMS  provides  consulting  and  training 
services  to  Fortune  500/50  industrial  companies,  banks  and 
insurance  companies,  and  government  agencies. 

DBMI  specializes  in  training  and  consulting  for  data 
base  management  systems,  teleprocessing  monitors,  and 
fourth  generation  languages,  with  emphasis  on  IBM's 
IMS,  CICS,  DB2,  and  SQL  environments. 

TCD  develops  custom  and  generic  computer-based 
training  courses  for  mainframes  and  microcomputers. 


Page  20  of  22 


Copyright  1988  by  INPUT.  Reproduction  Prohibited. 


May  1988 


AMERICAN  MANAGEMENT  SYSTEMS,  INC. 


INPUT 


-  In  1984  AMS  introduced  the  AMS  Timekeeper's 

Workstation,  an  automated  timekeeping  software  product 
for  the  IBM  PC/XT  and  AT.  There  are  currently  six  systems 
installed. 


Industry  Markets      AMS's  1987  services  and  products  revenues  were  derived 

approximately  as  follows: 


Federal  government  agencies 

and  aerospace  companies 
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and  universities 

19% 

Financial  services 
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5% 

Energy  clients 

4% 

Other  corporate  clients 

14% 
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AMS's  target  markets  for  its  products  and  services  include  the 
following: 

-  The  300  largest  banks  and  other  larger 
financial  services  firms. 

-  Civilian  and  defense  government  agencies. 

-  The  350  largest  state  agencies  and  local 
goverimients. 

-  The  300  largest  colleges  and  universities. 

-  The  150  largest  energy  firms. 


Geographic  Approximately  96%  of  AMS's  1987  revenue  was  derived  from  the 

Markets  U.S.,  3%  from  Canada,  and  1%  from  other  international  sources. 

Subsidiary  locations  are  as  follows: 

•  AMS  Management  Systems  Canada,  Inc.  is  located  in  Ottawa. 

-  Its  subsidiary,  Loecus  Informatics,  Inc.,  is  also  located  in 
Ottawa. 

•  AMS  Operation  Corporation  is  located  in  Lakewood  (CO). 

•  AMS  Technical  Systems,  Inc.  is  headquartered  in  Arlington. 

•  DBMI  and  TCD  are  headquartered  in  Manchester  (CT). 
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AMS  also  has  offices  in  Altamonte  Springs,  Sarasota,  and  Winter 
Park  (FL);  Bremerton  (WA);  Cambridge  (MA);  Alexandria, 
Chesapeake,  and  Richmond  (VA);  Chicago  (IL);  Dallas  and 
Houston  (TX);  Lakewood  (CO);  Los  Angeles,  Redwood  City,  San 
Bernadino,  San  Diego,  and  San  Francisco  (CA);  New  York  (NY); 
Pennsauken  (NJ);  and  Stamford  (CT). 


Computer  AMS  has  the  following  equipment  installed  in  its  Arlington  data 

Hardware  and  center: 

Software 

-  1  IBM  3090-300E,  MVS/XA. 

-  1  IBM  4341,  VM. 

-  2  DEC  VAX-11/785S,  VMS. 

-  1  DEC  VAX  8650,  VMS. 

-  6  DEC  System  2060s. 

-  5DECPDP-11/70S. 

AMS  operates  its  own  data  communications  network  of  high-  and 
low-speed  telephone  lines,  in  addition  to  using  the  GTE-Telenet 
service  with  DEC  System  2060s. 
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COMPANY  PROFILE 


ANDERSEN  CONSULTING 

69  West  Washington  Street 
Chicago,  IL  60602 
(312)  550-0069 


Stanley  L  Cornelison,  Managing  Partner 
Unit  of  Arthur  Andersen  &  Co. 
Total  Employees:  14,000 
Total  Revenue,  Fiscal  Year  End 
8/31/88:  $1.11  billion 


The  Company  Andersen  Consulting  helps  clients  use  information  in  all  phases  of 

their  management  activities-strategic,  operations,  and  financial. 
The  group  assists  in  the  planning,  design,  and  installation  of 
computer-based  information  systems  of  all  types  and  sizes  for 
clients  in  almost  every  professional,  business,  and  government 
sector. 

•  Andersen  Consulting  is  part  of  The  Arthur  Andersen 
Worldwide  Organization,  which  provides  professional  services 
in  accounting  and  audit,  tax,  professional  education,  and 
management  information  consulting  to  clients  through  231 
offices  in  49  countries.  The  firm  achieved  revenue  of  $2.82 
biUion  in  fiscal  1988  and  employs  more  than  45,000 
professionals  worldwide. 

•  In  October  1988,  Arthur  Andersen  &  Co.  announced  its 
Management  Information  Consulting  practice  had  been 
renamed  Andersen  Consulting  in  order  to  create  a  clear, 
separate  identity  for  the  firm's  consulting  services. 

•  Andersen  Consulting  provides  services  in  systems  design  and 
installation,  systems  integration,  systems  productivity 
consulting,  information  planning,  strategic  consulting,  change 
management,  and  facility/network  management.  The  firm  also 
offers  application  software  products  that  support  manufacturing 
resource  planning  and  control  and  distribution 
control/warehouse  management  and  markets  and  supports  the 
FOUNDATION™  computer-aided  software  engineering 
(CASE)  software  product. 

Andersen  Consulting's  fiscal  1988  revenue  reached  $1.1  billion,  a 
32%  increase  over  fiscal  1987  revenue  of  $838.4  million.  A  five- 
year  revenue  summary  follows: 
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ANDERSEN  CONSULTING 
FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

8/88 

8/87 

8/86 

8/85 

8/84 

Revenue 

•   Percent  increase 
from  previous  year 

$1,112.0 
32% 

$838.4 
32% 

$635.9 
33% 

$477.3 
22% 

$391.8 
19% 

Management  attributes  the  company's  growth  to  an  expansion  in 
the  information  technology  and  systems  integration  marketplace 
and  an  increasing  need  for  companies  to  capture  and  sustain  a 
competitive  advantage  in  their  industries.  Andersen  also 
attributes  growth  to  the  company's  increased  participation  in  the 
application  software  and  CASE  tools  arenas. 

Acquisitions  include  the  following: 

•  In  January  1989,  Andersen  Consulting  acquired  McCormack  & 
Dodge's  PIOS  manufacturing  resource  planning  system. 
McCormack  &  Dodge  employees  who  had  worked  on  PIOS 
development  and  marketing  will  be  offered  positions  with 
Andersen  Consulting.  Terms  of  the  purchase  were  not 
disclosed. 

-  With  an  installed  base  of  75  sites,  PIOS  is  used  by  a  number 
of  large  defense  contractors. 

-  The  transaction  is  part  of  an  agreement  between 
McCormack  &  Dodge  and  Andersen  Consulting  under  which 
the  two  firms  will  jointly  sell  McCormack  &  Dodge's 
Millenium  financial  and  human  resources  software  and 
Andersen  Consulting's  MAC-PAC  family  of  manufacturing 
software  products. 

•  In  May  1988,  Arthur  Andersen  and  Co.  acquired  direct/data 
base  marketing  specialist,  Kestnbaum  &  Company. 

-  This  association  focuses  in  four  areas:  strategic,  advanced 
marketing  analysis,  quantitative  analysis,  and  high-level  data 
base  design  and  system  functional  specification. 

-  Kestnbaum  will  provide  selected  Andersen  offices  with 
proposal  development  and  quality  assurance;  develop  and 
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implement  training  for  Andersen  partners,  managers,  and 
Kestnbaum  consultants;  and  monitor  and  increase 
productivity. 

Andersen  Consulting's  major  competitors  include  the  Big  8 
accounting  firms'  professional  services  units,  as  well  as  the  leading 
systems  integrators  and  professional  services  vendors  such  as  IBM, 
Computer  Sciences  Corporation,  Electronic  Data  Systems, 
Computer  Task  Group,  AGS/NYNEX,  and  DEC.  In  the  strategic 
services  arena,  Andersen  Consulting's  major  competitors  include 
McKinsey  &  Co.,  Booz-Allen,  and  Bain  &  Co. 


Key  Products  and  Approximately  55%  of  Andersen  Consulting's  fiscal  1988  revenue 
Services  was  derived  from  professional  services,  40%  from  systems 

integration,  3%  from  application  software  products,  and  2%  from 

systems  software  products. 

•  Areas  of  expertise  include  the  following: 

-  Strategic  services 

-  Information  planning 

-  Systems  design  and  installation 

-  Software  products  and  services 

-  Change  management 

-  Facilities/network  management 

Andersen  Consulting's  professional  services  include  software 
development  (70%),  consulting  (15%),  and  education  and  training 
(15%). 

•  Andersen  Consulting  operates  five  Advanced  Systems  Centers, 
which  are  large  IBM  computer  facilities  staffed  with  technical 
experts  and  project  managers.  Project  teams  use  workstations 
cormected  to  these  centers  for  the  automation  of  the 
application  development  process  for  each  client. 

•  Associated  with  the  Advanced  Systems  Centers  are  Advanced 
Technology  Centers.  These  centers  specialize  in  industry-  and 
function-specific  technology,  and  each  has  a  working 
demonstration  of  the  technology  (e.g.  a  factory  floor  or 
engineering  design  department). 

-  At  one  Advanced  Technology  Center,  Andersen  Consulting 
has  designed  a  minifactory  (located  in  Evanston,  IL)  that 
displays  CIM  techniques.  The  minifactory  integrates  the 
products  from  35  different  companies  and  produces  an 
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aluminum  casting  that  holds  a  printed  circuit  board  and 
plastic  connectors.  Other  centers  are  located  near  Dallas 
and  Los  Angeles. 

-  Other  technologies  include  expert  systems,  voice  recognition, 
vision  systems,  Ethernet  and  MAP  2.1,  personal 
workstations,  touch  screeens,  computer-aided  design, 
computer-aided  manufacturing,  MRP  II,  group  technology, 
robotics,  material  handling,  cell  control,  computer  numerical 
control,  and  bar  code  data  collection. 

-  Additional  Advanced  Technology  Centers  are  planned  for 
the  capital  markets,  insurance,  and  health  care  industries. 

•  A  central  Technical  Services  Organization  (TSO)  markets  and 
supports  the  firm's  software  products,  coordinates  artificial 
intelligence  and  telecommunications  centers  of  expertise  in 
support  of  client  projects,  and  operates  a  software  intelligence 
group. 

-  Responsibilities  include  gathering,  evaluating,  and 
disseminating  information  on  application  software  products 
and  vendors;  working  closely  with  software  vendors  to 
enhance  their  existing  products;  informing  firm  personnel  of 
new  application  software  products,  enhancements  to  existing 
products,  and  software  industry  trends;  helping  clients 
benefit  from  most  current  knowledge  and  most  recent  hands- 
on  experiences  of  firm  personnel  who  have  worked  with 
packaged  software  products;  supporting  firm  professionals 
on  client  projects;  and  developing  methodologies  and  tools 
to  help  ensure  successful  implementation  of  application 
software-based  systems. 

-  The  software  intelligence  group  has  implemented  a  number 
of  relationships  with  software  products  companies  through 
the  OASIS  program.  This  program  provides  Andersen 
Consulting  with  in-depth  knowledge  of  the  products  of  key 
software  companies  such  as  Management  Science  America, 
SAP,  IBM,  American  Software,  CuUinet,  and  McCormack  & 
Dodge.  Andersen  Consulting  works  on  major  projects 
implementing  these  companies'  software  products. 

Andersen  Consulting's  systems  integration  staff  offers  professional 
services  (57%  of  SI  revenue),  hardware  equipment  (30%  of  SI 
revenue),  packaged  software  (8%  of  SI  revenue),  and  customized 
software  (5%  of  SI  revenue). 
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•  Contract  examples  include  the  following: 

-  A  computer-aided  layout  and  fabrications  system  for 
Lockheed.  The  project  was  completed  in  October  1987, 
having  lasted  ten  months  and  cost  $3.0  million. 

-  An  order  entry  and  inventory  control  system  designed  and 
implemented  for  Ashland  Chemical.  The  project  is  expected 
to  be  completed  in  1989  at  a  cost  of  $5.5  million. 

-  A  cost  recovery  system  for  the  California  Department  of 
Developmental  Services.  The  project  is  expected  to  be 
completed  in  October  1989,  having  lasted  17  months  at  a 
cost  of  $3.6  million. 

-  An  integrated  financial  and  administrative  system  for  the 
Social  Security  Administration.  The  project  is  expected  to  be 
completed  some  time  in  1993,  having  lasted  60  months  at  a 
cost  of  $  12.0  million. 

Andersen  Consulting  offers  the  following  application  software 
products: 

•  MAC-PACVCIM  is  a  manufacturing  resource  planning  (MRP 
II)  system  that  links  manufacturing  software  systems  with 
automation  equipment. 

-  MAC-PAC/CIM  components  include  MAC-PAC/D  and 
MAC-PAC/JIT. 

MAC-PAC/D,  introduced  in  1983,  is  an  integrated,  on- 
line MRP  II  and  control  system  for  aerospace  and 
defense  contractors.  MAC-PAC/D  supports  major 
DOD  information  requirements,  including  configuration 
management,  contract  material  planning  and  control, 
and  contract  cost  accounting.  MAC-PAC/D's 
architecture  supports  real-time  communication  with  a 
CIM  network.  There  are  currently  30  installations. 

MAC-PAC/JIT,  released  in  1986,  provides  single-system 
control  of  MRP  II  and  Just-in-Time  (JIT)  systems. 
MAC-PAC/JIT  features  include  rate  planning; 
automatic  rescheduling;  cell  schedules;  electronic 
communication  with  suppliers;  point-of-use  allocation; 
card  order  notice,  bring  out  notice  (CONBON^);  bar 
coded  part  reporting;  cost  accounting;  and  deduct  point 
relief.  There  are  currently  115  installations. 
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-  The  MAC-PAC  software  systems  are  marketed  for  the  IBM 
AS/400,  System  38,  360,  370,  9370,  30XX,  and 
43XX/DOS/VSE/AF,  and  MVS/370  and  MVS/XA 
compatibles.  There  are  currently  over  600  installations. 

•  PIOS  (Production  and  Inventory  Optimization  System), 
acquired  from  McCormack  &  Dodge  earlier  this  year,  is  an  on- 
line manufacturing  control  system  that  runs  on  IBM 
mainframes  under  OS,  DOS,  MVS  and  DEC  VAX-1 1/780  and 
larger  systems  under  VMS. 

•  DCS™/Lx)gistics  manages  customer  service  and  logistics 
functions.  It  consists  of  modules  for  order  processing,  inventory 
and  warehouse  management,  outbound  logistics,  DRP 
(distribution  requirements  planning),  accounts  receivable,  and 
replenishment. 

-  The  product  runs  on  IBM  9370,  43 XX,  and  30XX  systems. 
An  IBM  DB2  version  is  also  available.  There  are  currently 
150  DCS/Logistics  installations. 

-  DCS/Logistics  is  marketed  to  clients  in  a  range  of  industries. 

-  In  October  1988,  Andersen  Consulting  and  Tekon 
armounced  a  cooperative  marketing  agreement  allowing  the 
marketing  of  DCS/Logistics  with  TeLxon's  family  of  radio 
frequency  handheld  communication  devices  to  clients  in  the 
consumer  products/distribution  industries. 

Andersen  Consulting  has  integrated  DCS/Logistics  with 
Tebcon's  portable  workstations,  which  combine  on-line, 
radio-linked  computer  systems  and  handheld  units  for 
real-time  use  in  factories  and  warehouses. 

It  will  also  include  TeLxon's  in-store  software  systems  for 
point-of-sale  connectivity,  labor  management,  inventory 
management,  direct  store  delivery,  receiving,  and  store 
management. 

•  CQMS™,  Cost  Quality  Management  System,  is  a  DEC 
Micro  VAX-based  management  system  for  hospitals  that 
integrates  chnical  and  financial  data  for  planning  and  decision 
making. 

-  The  Information  Integrator  module  combines  a  hospital's 
clinical  data  with  the  financial  data  merged  with  information 
from  other  hospitals.  Internal  cost  and  quality  analyses  can 
be  made  and  compared  to  other  healthcare  institutions. 
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-  Cost  Advantage  provides  tools  for  cost  standards 
development,  department  performance  monitoring, 
budgeting,  and  product  line  management. 

•  The  prices  of  Andersen  Consluting's  software  products  vary  by 
application  modules  and  hardware  selected. 

In  March  1988,  Arthur  Andersen  &  Co.  announced  the  availability 
of  FOUNDATION,  an  integrated  software  development 
environment  designed  to  support  and  automate  the  entire  life 
cycle  of  application  software  development.  FOUNDATION 
supports  the  planning,  design,  installation,  and  maintenance  of 
mission  critical  applications  for  IBM  DB2  systems. 

•  FOUNDATION'S  components  include  the  following: 

-  METHOD/ 1™  is  the  PC-based,  on-line,  life  cycle 
methodology  that  supports  information  planning,  custom  and 
iterative  development,  packaged  systems  implementation, 
and  product  systems  support.  METHOD/1  can  be  tailored 
to  meet  an  organization's  requirements  for  project 
management,  work  planning,  estimating,  scheduling,  and 
change  management. 

.    METHOD/ 1  requires  at  least  an  IBM  PC,  XT,  or  AT 
with  20  mbyte  hard  disk,  512K  of  main  memory,  a  system 
printer,  and  DOS  Version  2.1  or  later. 

•  METHOD/ 1  is  priced  at  $50,000  for  a  single  site.  There 
are  currently  535  installations. 

-  DESIGN/1™  is  a  PC-LAN-based  set  of  software  tools  that 
automates  systems  design  tasks  and  techniques  to  improve 
productivity  and  design  quality.  DESIGN/ 1  is  used  by 
analysts  and  designers  to  develop  data  flow  diagrams,  paint 
screens  and  reports,  and  for  conversational  prototyping.  The 
product  is  mouse-driven,  provides  an  easily  followed  menu- 
driven  structure,  and  facilitates  the  sharing  of  design  data. 
DESIGN/1  supports  the  activities  of  METHOD/1  and  can 
be  customized  to  support  other  methodologies. 

•  DESIGN/ 1  requires  at  least  an  IBM  PC  with  two  360K 
disk  drives,  IBM  XT  or  AT,  or  compatibles,  512K  of 
main  memory,  and  DOS  Version  2.1  or  later. 

•  DESIGN/ 1  is  priced  at  $7,000  for  the  first  site  and 
$43,000  for  a  site  with  40  users. 
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There  are  currently  5,000  DESIGN/1  installations. 

-  INSTALL/ 1™  is  the  mainframe  environment  for 

implementation  and  support  of  applications  based  on  CICS, 
COBOL  II,  and  DB2.  It  contains  an  extensible,  active  data 
repository  built  on  IBM's  DB2  relational  data  base  system. 
INSTALL/1  provides  facilities  that  assist  in  screen  and 
dialogue  design,  program  generation,  test  data  management, 
data  and  data  base  administration,  and  support  of  production 
systems.  Design  data  can  be  uploaded  from  DESIGN/ 1  to 
INSTALL/l's  data  repository. 

INSTALL/1  runs  on  IBM  and  compatible  mainframes 
under  MVS/XA,  DB2,  CICS,  TSO/ISPE,  COBOL  II,  or 
OS  COBOL. 

•    INSTALL/ 1  is  priced  at  $200,000  for  a  single  site.  There 
are  currently  15  installations. 

•  There  are  currently  over  650  FOUNDATION  clients. 

•  The  firm  estimates  that  worldwide  revenues  from 
FOUNDATION  reached  approximately  $28  million  in  fiscal 
1988  and  anticipates  that  fiscal  1989  revenue  from 
FOUNDATION  will  reach  $57  million. 

ASSIST  (A  Shared  Solution  In  Software  Technology)  is  a  user's 
group  that  combines  the  four  previous  user's  groups--  MAC-PAC, 
METHOD/1,  DCS,  and  System/38  users-into  one. 

•  The  purpose  of  this  organization  is  to  provide  feedback  to 
Andersen  Consulting  in  an  effort  to  guide  future  development 
activities. 

•  Assist  membership  is  open  to  any  licensed  user  of  Andersen 
Consulting  software  products  worldwide. 


Industry  Markets      Andersen  Consulting's  fiscal  1988  revenue  was  derived 

approximately  as  follows: 
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Manufacturing  and 

industrial  oroducts 

22% 

Consumer  products 

19% 

Federal  government 

14% 

Banking 

13% 

Insurance 

6% 

Caoital  markets 

6% 

Health  care 

5% 

Utilities 

VXXXkX^i'hJ 

5% 

State  and  local  povernment 

5% 

Telecommunications 

1% 

Energy  and  gas 

1% 

Other 

1% 

100% 

Geographic  Approximately  57%  of  Andersen  Consulting's  fiscal  1988  revenue 

Markets  was  derived  from  the  U.S.;  32%  from  Europe;  7%  from  Japan, 

Australia,  and  the  Pacific  Basin;  2%  from  Mexico  and  Central 
and  South  America;  1%  from  Canada  and  Bermuda;  and  1%  from 
the  Middle  East,  Africa,  and  India. 

Andersen  Consulting  has  41  offices  in  the  U.S.  and  Puerto  Rico. 
Andersen  Consulting  has  61  international  offices. 


Computer  Andersen  Consulting  has  the  following  computers  installed  in 

Hardware  and         support  of  its  professional  staff: 

Software 

•  IBM  3090,  3081,  4381,  9370,  System/38,  and 
AS/400  systems. 

•  DEC  VAX  6220,  63 10,  and  Micro  VAX  systems. 

•  Symbolics  systems. 

•  Wang  systems. 

•  A  variety  of  microcomputers  from  IBM,  Compaq,  Sun 
Microsystems,  Apple,  GRID,  Toshiba,  and  Zenith. 
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COMPUTER  SCIENCES 
CORPORATION 

2100  East  Grand  Avenue 
El  Segundo,  CA  90245 
(213)  615-0311 


William  R.  Hoover,  Chairman  and  President 
Public  Corporation,  NYSE,  PSE 
Total  Employees:  20,500 
Total  Revenue,  Fiscal  Year  End 
3/31/89:  $1,304,414,000 


The  Company  Computer  Sciences  Corporation  (CSC),  founded  in  1959,  is  tiie 

largest  independent  professional  services  company  in  the  industry. 
Serving  government  and  commercial  clients,  CSC  provides 
management  consulting  in  information  technology,  requirements 
analysis,  software  development,  systems  engineering  and 
integration,  turnkey  computer-communications  systems,  and 
facilities  management  services.  The  company  also  provides 
industry-specific  proprietary  products  and  services  for  credit 
reporting,  claims  processing,  health  maintenance  organizations, 
and  income  tax  preparation. 

CSC  management  has  set  the  objective  of  becoming  one  of  the  top 
two  or  three  companies  in  the  commercial  markets  for  consulting, 
systems  integration,  and  related  professional  services  in  the  U.S. 
and  Europe  in  the  next  five  years. 

•  Its  strategies  are  to  maintain  its  dominant  position  in  the  U.S. 
federal  marketplace  (which  contributed  71%  to  fiscal  1989 
revenue),  while  expanding  its  market  share  in  non-federal 
markets  through  internal  growth  and  acquisitions. 

•  To  position  itself  for  a  leading  role  in  the  commercial 
marketplace,  CSC  has  expanded  its  consulting  and 
implementation  capabilities,  established  a  branch-office 
structure,  begun  the  transfer  of  technology  gained  in  large 
federal  system  projects  to  its  commercial  organization,  and 
earmarked  $500  million  for  investment  in  acquisitions. 

Fiscal  1989  revenue  reached  $1,304.4  million,  a  13%  increase  over 
fiscal  1986  revenue  of  $1,152.4  million.  Net  income  for  fiscal  1989 
was  nearly  $52.5  million,  a  21%  increase  over  net  income  of  $43.5 
million  for  fiscal  1988.  In  the  five-year  summary  that  follows, 
financials  include  results  of  businesses  acquired  from  their 
respective  dates  of  acquisition  as  well  as  the  results  of  businesses 
sold  up  to  the  date  of  their  divestiture: 
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COMPUTER  SCIENCES  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/31 /89 

4/1/88 

4/3/87 

3/28/86 

3/29/85 

Revenue 

•   Percent  increase 
from  previous  year 

$1,304,414 
13% 

$1,152,351 
12% 

$1,031,459 
23% 

$838,587 
16% 

$723,492 
2% 

Income  before  taxes 
•   Percent  Increase 
from  previous  year 

$84,464 
18% 

$71,351 
23% 

$58,096 
36% 

$42,764 
4% 

$41,057 
35% 

Net  income 

•   Percent  Increase, 
(decrease)  from 
previous  year 

$52,482 
21% 

$43,524 

35% 

$32,243 
35% 

$23,948 
(14%) 

$27,718 
52% 

Primary  earnings 
per  share 

•   Percent  increase 
(decrease)  from 
previous  year 

$3.28 
20% 

$2.73 
31% 

$2.08 
23% 

$1.69 
(16%) 

$2.02 
53% 

Recent  acquisitions  made  by  CSC  include  the  following: 

•  In  June  1989,  CSC  completed  the  acquisition  of  CIG-Intersys 
Group  and  its  subsidiaries  from  Societe  Generale  de  Belgique, 
S.A.  and  Generale  de  Banque,  S.A.  Terms  of  the  cash 
transaction  were  not  disclosed. 

-  Based  in  Brussels,  CIG  is  the  largest  information  services 
company  in  Belgium,  with  1988  revenues  of  approximately 
$85  million,  exclusive  of  an  electronic  banking  network 
service  not  included  in  the  acquisition. 

-  CIG,  with  approximately  1,000  employees  at  the  time  of  the 
acquisition,  provides  consulting,  systems  integration, 
software,  computer  facilities  management,  and  related 
services.  Its  major  markets  include  the  banking,  insurance, 
transportation,  and  distribution  industries. 

-  The  acquisition,  which  more  than  doubles  the  volume  of 
CSC's  European  revenues,  is  viewed  by  CSC  management  as 
key  to  achieving  a  dominant  position  in  European  markets 
for  information  technology. 
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-  CSC  will  consolidate  its  Belgian  operations  with  those  of 
CIG. 

•  In  April  1989,  CSC  acquired  Seako,  Inc.  of  Birmingham  (AL). 
Terms  of  the  acquisition  were  not  disclosed. 

-  Seako  specializes  in  IBM-based  software  products  for 
medical  groups,  managed  health  care  organizations  and 
private  practices  and  is  a  value-added  reseller  of  IBM 
equipment. 

-  Seako  has  annual  revenues  of  approximately  $7  million. 

-  Seako  now  operates  as  a  wholly  owned  subsidiary  of  CSC  in 
close  connection  with  CSC  Comtec,  which  provides  similar 
services. 

•  In  October  1988,  CSC  acquired  Index  Group,  Inc.  of  Cambridge 
(MA).  Terms  of  the  purchase  were  not  disclosed. 

-  Index  Group  provides  strategic  planning,  consulting, 
education,  and  research  services  in  the  use  and  management 
of  information  technology  to  large  corporations. 

-  At  the  time  of  the  acquisition.  Index  Group  had  annual 
revenues  of  about  $30  million  and  approximately  140 
employees  at  its  Cambridge  headquarters  and  offices  in  Los 
Angeles  and  London. 

-  Index  Group  now  operates  as  a  wholly  owned  subsidiary  of 
CSC  within  CSCs  Consulting  Group. 

Divestitures  announced  by  CSC  include  the  following: 

•  In  March  1989,  CSC  sold  its  CSC  Compufact  subsidiary  to 
Madic  Corporation  of  Santa  Clara  (CA).  Terms  of  the  sale 
were  not  disclosed. 

-  Based  in  Garden  Grove  (CA),  CSC  Compufact  provides 
turnkey  systems  and  professional  services  to  manufacturers. 

-  The  sale  of  CSC  Compufact  resulted  from  CSC 
management's  decision  to  serve  the  manufacturing  market 
on  a  hardware-independent  basis  through  its  Consulting 
Group. 

•  In  January  1989,  CSC  sold  a  majority  interest  in  its  INFONET 
subsidiary  (Network  Services  business  unit)  to  a  group  of 
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European  and  Pacific  Basin  telecommunications 
administrations  to  strengthen  INFONET's  position  as  a  leading 
international  communications  service  for  the  interconnection  of 
national  public  data  networks  around  the  world. 

-  CSC  will  remain  the  largest  single  shareholder  of  INFONET 
and  will  continue  to  build  on  INFONET's  network 
capabilities  in  its  systems  integration  activities. 

-  As  a  result  of  the  sale,  beginning  in  the  fourth  quarter  of 
fiscal  1989,  CSC  accounts  for  its  share  of  INFONET  earnings 
on  an  equity  basis. 

In  August  1988,  CSC  signed  an  agreement  with  Equifax,  Inc.  under 
which  Credit  Bureau  Incorporated  of  Georgia  (CBI),  a  wholly 
owned  subsidiary  of  Equifax,  will  supply  data  processing  for  CSC 
Credit  Services'  credit  reporting  operation. 

•  CSC  has  converted  its  more  than  110  million  consumer  credit 
files  to  CBI's  computer  system  to  create  a  joint  national 
consumer  credit  file  from  which  both  companies  can  sell  reports 
to  credit  grantors,  with  CBI  performing  the  processing. 

•  CSC  Credit  Services  continues  to  own  its  credit  files  and 
receives  all  revenues  from  the  sale  of  the  credit  information 
they  contain.  CSC  pays  CBI  a  processing  fee  for  each  report 
supplied  to  a  credit  grantor. 

•  CSC  continues  to  own  and  operate  its  credit  bureaus  and 
collection  agencies  and  provides  all  processing  services  for  the 
collection  agencies. 

•  The  agreement  also  gives  CSC  a  25-year  option,  exercisable  on 
March  25,  1991,  to  sell  CSC  Credit  Services  to  Equifax  at  a 
price  based  on  certain  terms,  but  for  not  less  than  $365  million 
during  the  first  seven  years. 

•  CSC  management's  current  objective  it  to  continue  building  its 
CSC  Credit  Services  business.  The  agreement  with  Equifax 
offers  expanded  market  potential,  cost  benefits,  and  improved 
profit  performance. 

CSC's  organization  structure  is  shown  in  the  exhibit.  The  company 
currently  provides  its  products  and  services  through  three 
operating  groups: 
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•  The  Systems  Group,  headquartered  in  Falls  Church  (VA),  is 
the  company's  primary  resource  for  computer  and 
communications  technology.  Its  five  divisions,  which  primarily 
serve  the  U.S.  government,  include  the  following: 

-  The  Integrated  Systems  Division 

-  The  System  Sciences  Division 

-  The  Network  Systems  Division 

-  The  Special  Projects  Division 

-  The  Applied  Technology  Division 

•  CSC  Consulting,  headquartered  in  Cambridge  (MA),  is  the 
counterpart  of  the  Systems  Group  in  the  commercial 
marketplace.  This  unit  consists  of  the  following  units: 

-  Index  Group,  Inc. 

-  CSC  Partners,  Inc. 

-  Communications  Industry  Services 

-  CSC  Computer  Sciences  Europe  S.A. 

•  The  Industry  Services  Group,  headquartered  in  El  Segundo 
(CA),  provides  specialized  services  to  specific  industries  and 
markets  through  several  divisions  and  wholly  owned 
subsidiaries.  This  group  combines  three  former  "business  units" 
as  follows: 

-  "Health  and  Insurance  Systems" 

Health  and  Administrative  Services  Division 
CSC  Comtec  Division 
Seako,  Inc. 

-  "Credit  Services" 

CSC  Credit  Services,  Inc. 

-  "Complementary  Services" 

CSC  TAGS  Division 

•  In  addition,  CSC  maintains  close  ties  to  INFONET  Services 
Corporation,  an  affiliated  company  that  provides 
communications  and  computer  services  worldwide.  INFONET 
is  jointly  owned  by  CSC  and  the  telecommunications 
administrations  of  several  European  and  Australasian 
countries. 
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A  three-year  summary  of  source  of  revenue  follows: 


CSC  SOURCES  OF  REVENUE 
($  millions) 


FISCAL  YEAR 

ITEM 

3/31 /89 

4/1 /88 

4/3/87 

Systems  Group 

$617.1 

-  Federal  government 

$863.9 

$694.2 

-  Commercial 

9.6 

14.5 

8.7 

-  State  &  local  government 

3.9 

4.7 

5.8 

-  International 

3.7 

12.6 

15.0 

Subtotal 

$881.1 

$726.0 

$646.6 

CSC  Consultina 

-  Federal  government 

$2.4 

-  Commercial 

80.9 

51.7 

31.8 

-  State  &  local  government 

1.8 

3.8 

9.6 

-  International 

60  9 

41.2 

Subtotal 

$143.8 

$116.4 

$82.6 

Health  and  Insurance 

Systems  (a) 

-  Federal  government 

$29.2 

$33.0 

$34.2 

-  Commercial 

18.9 

16.4 

13.9 

31.3 

51.6 

65.7 

Subtotal 

$79.4 

$101.0 

$113.8 

Credit  Services  (a) 

-  Federal  government 

$0.7 

- 

- 

-  Commercial 

110.2 

101.8 

86.6 

Subtotal 

$110.9 

$101.8 

$86.6 

Complementary  Sen/ices  (a)(b) 

$21.2 

-  Cnmmprrial 

1 II 1  Id  wiui 

$25.5 

$26.2 

Network  Services  (c) 

-  Federal  government 

$25.2 

$39.3 

$43.0 

-  Commercial 

22.4 

23.6 

22.0 

-  State  &  local  government 

0.1 

0.2 

0.5 

-  International 

16.0 

17.9 

15.2 

Subtotal 

$63.7 

$81.0 

$80.7 

Total  Revenue 

$1,304.4 

$1,152.4 

$1,031.5 

(a)  These  units  are  now  part  of  the  Industry  Sen/ices  Group.  Beginning  in  fiscal 
1990,  the  results  of  these  businesses  will  be  reported  by  group  only. 

(b)  Includes  the  results  of  CSC  Compufact,  which  was  sold  in  March  1989. 

(c)  Includes  the  results  of  INFONET  only  for  the  first  three  quarters  of  fiscal  1989. 
Future  earnings  from  this  business  will  be  accounted  for  under  the  equity 
method. 
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In  terms  of  absolute  dollars,  the  principal  revenue  growth  area  of 
CSC  over  the  last  three  years  has  been  in  the  Systems  Group, 
which  increased  21%  to  $881.1  million  in  fiscal  1989,  12%  to  $726 
million  in  fiscal  1988,  and  17%  to  $646.6  million  in  fiscal  1987. 
Federal  government  revenue  growth  during  fiscal  1989  reflected 
the  award  of  several  large  service  contracts.  Revenue  growth 
during  fiscal  1988  resulted  principally  from  increased  business  with 
civil  and  scientific  agencies. 

•  CSC  Consulting  is  experiencing  the  fastest  rate  of  growth,  with 
a  24%  increase  in  revenue  during  fiscal  1989.  This  growth 
reflects  the  continued  expansion  of  domestic  operations  and  six 
months  of  operations  of  Index  Group,  Inc.,  which  was  acquired 
in  September  1988.  During  fiscal  1988,  revenue  increased  41% 
due  to  growth  in  both  European  and  domestic  markets. 

•  Industry  Service  Group  revenue  declined  6%,  from  $229  million 
in  fiscal  1988  to  $215.8  million  in  fiscal  1989.  Results  were 
attributed  to  the  following: 

-  Credit  Services  revenue  rose  9%  during  fiscal  1989  to  $110.9 
million,  18%  during  fiscal  1988  to  $101.8  million,  and  49% 
during  fiscal  1987  to  $58.1  million.  The  growth  in  the  three- 
year  period  reflects  increases  in  ongoing  consumer  credit 
services  together  with  acquisitions. 

-  Health  and  Insurance  Systems  revenue  of  $79.4  million  in 
fiscal  1989  reflects  a  decrease  of  21%  from  the  prior  year, 
due  primarily  to  completion  of  a  major  Medicaid  contract 
with  the  state  of  California  in  early  fiscal  1989.  Revenue  in 
fiscal  1988  declined  11%  from  fiscal  1987  due  to  reductions 
in  Medicaid  business.  Health  and  Insurance  Systems' 
revenue  is  expected  to  increase  during  fiscal  1990,  due 
primarily  to  work  recently  begun  on  a  large  contract  with  the 
state  of  New  Jersey  in  the  area  of  automobile  insurance. 

-  In  the  Complementary  Services  area,  revenue  was 
unchanged  from  fiscal  1988  to  1989.  Results  include  CSC 
Compufact,  which  was  sold  by  CSC  in  March  1989. 

•  Network  Services  revenue  of  $63.7  million  for  fiscal  1989 
represents  only  nine  months  of  operations  due  to  the  sale  of  a 
majority  interest  in  INFONET  in  January  1989,  as  compared 
with  approximately  $81  million  from  full-year  operations  in 
both  fiscal  1988  and  1987.  INFONET  revenue  for  the  fourth 
quarter  of  fiscal  1989  is  not  included  in  CSC's  total  revenue  and 
future  INFONET  revenue  will  be  accounted  for  under  the 
equity  method. 
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As  of  August  1989,  CSC  had  approximately  20,500  employees 
segmented  as  follows: 


Systems  Group  71% 

CSC  Consulting  13% 

Industry  Services  Group  15% 

Other  1% 


100% 

Major  competitors  by  primary  service/product  area,  include  the 
following: 

•  Federal  govenmient  professional  services:  TRW,  Hughes 
Aircraft,  IBM,  Planning  Research  Corporation  (PRC),  General 
Electric,  AT&T,  Unisys  and  Ford  Aerospace  & 
Communications  Co. 

•  Commercial  professional  services:  Andersen  Consulting, 
Electronic  Data  Systems  (EDS),  and  IBM. 

•  Medicaid  claims  processing:  Blue  Cross/Blue  Shield  and  EDS 

•  Credit  reporting  service:  TRW  Information  Services  and 
TransUnion 

•  Health  care  systems:  Jergovan  and  Blair,  Inc. 


The  Systems  Group  is  the  company's  primary  provider  of  technical 
services  to  the  federal  government.  Services  provided  include 
systems  engineering  and  integration,  the  development  of  custom- 
designed  computer-based  systems  and  communications  systems, 
operational  support  of  clients'  technical  activities,  clients' 
computer  facilities  management,  and  turnkey  system  development. 

•  The  Systems  Group  consists  of  five  units: 

-  The  Integrated  Systems  Division,  based  in  Moorestown  (NJ), 
designs,  implements,  and  integrates  systems  for  office 
automation,  digital  imaging,  administrative  and  engineering 
support,  and  for  military  uses  such  as  weapons  control, 
logistics,  wargaming,  and  command,  control,  and 
communications  (C^I).  The  division  was  formed  by 
consolidating  CSC's  former  Defense  Systems,  Systems,  and 
Systems  International  divisions. 

-  The  System  Sciences  Division,  headquartered  in  Calvert 
(MD),  provides  systems  engineering,  analysis,  software 


August  1989  Copyright  1989  by  INPUT.  Reproduction  Prohibited.  Page  9  of  19 


Key  Products  and 
Services 


COMPUTER  SCIENCES  CORPORATION 


INPUT 


development,  and  end-to-end  integrated  data  systems  and 
services  primarily  to  aerospace  clients  such  as  NASA  and  the 
FAA. 

-  The  Network  Systems  Division,  headquartered  in  Falls 
Church  (VA),  designs  and  builds  communications  networks 
and  real-time  telemetry  systems  for  military  and  civil 
agencies  of  the  government. 

-  The  Special  Projects  Division,  headquartered  in  Falls 
Church  (VA),  performs  high-level  technical  management 
projects,  known  as  systems  engineering  and  technical 
assistance  (SETA),  for  the  government.  The  division  also 
performs  research  and  development  in  systems  and  software 
technologies,  and  special  activities  in  signal  processing, 
communications  systems,  and  information  processing. 

-  The  Applied  Technology  Division,  headquartered  in  Fall 
Church  (VA),  provides  facilities  management  services, 
primarily  for  NASA;  provides  operations  and  maintenance 
services  to  aircraft  and  weapons  test  centers;  and  provides 
software  development  support  to  federal  agencies. 

•  Recent  system  integration  contract  awards  include  the 
following: 

-  In  August  1989,  the  Navy's  Pacific  Missile  Test  Center 
awarded  CSC  a  $14.1  million  contract  to  provide  four  real- 
time telemetry  processing  systems  for  in-flight  engineering 
analyses  of  aircraft  and  weapon  systems. 

-  In  March  1989,  CSC  was  awarded  a  $22.7  million,  five-year 
contract  from  the  Defense  Communications  Agency  to  assist 
in  upgrading  the  command,  control,  and  communications 
systems  of  the  U.S.  Transportation  Command,  which  is 
responsible  for  providing  global  land,  sea,  and  air  transport 
to  the  Defense  Department.  CSC  will  provide  a  master  plan 
and  system  architectures,  and  perform  systems  integration 
and  other  activities. 

-  In  December  1988,  CSC  was  awarded  a  $106  million,  eight- 
year  contract  from  the  U.S.  Marine  Corps  to  provide 
integration  support  services  for  Marine  Corps  headquarters 
and  three  other  sites.  Tasks  include  requirements  definition, 
systems  analysis  and  design,  programming  and  test  of  new 
application  software,  and  maintenance  of  existing  software. 
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-  In  December  1988,  CSC  was  awarded  a  $111  million,  seven- 
year  contract  from  the  U.S.  Air  Force  Military  Airlift 
Command  to  supply  an  integrated  command  and  control 
information  processing  system.  CSC  will  supply  the 
hardware  and  software,  and  install  the  system  at  the  Air 
Force  command's  worldwide  facilities. 

-  Under  a  $140  million  contract  awarded  in  June  1986,  CSC  is 
currently  developing  a  stock  control  and  distribution  system 
for  the  Air  Force  Logistics  Command. 

-  Under  a  $300  million  contract  awarded  in  August  1985,  CSC 
is  currently  developing  a  large,  secure,  packet-switch  network 
for  the  U.S.  Treasury  Department.  Known  as  the 
Consolidated  Data  Network,  the  network  serves  thousands 
of  users  in  the  U.S.  Customs  Service,  Internal  Revenue 
Service,  Bureau  of  Alcohol,  Tobacco  and  Firearms,  and 
other  Treasury  operations.  The  contract  calls  for  CSC  to 
develop  and  operate  the  network  over  an  eight-year  period. 

•  Other  recent  contract  awards  include  the  following: 

-  In  April  1989,  CSC  won  a  $62  million,  five-year  contract 
from  the  Naval  Surface  Warfare  Center  (Dalgren,  VA)  to 
provide  technical  and  engineering  services  to  support  the 
Aegis  weapon  system.  CSC  has  been  the  software 
engineering  contractor  for  Aegis  throughout  its  development 
and  production. 

-  In  January  1989,  CSC  won  a  $47  million,  five-year  recompete 
(of  work  performed  since  1976)  from  the  Federal  Aviation 
Administration  (FAA),  Pomona  (NJ),  for  the  production  of 
software  for  the  current  en-route  air  traffic  control  system. 
CSC  will  also  develop  new  capabilities  for  the  system, 
including  automated  advisories  to  assist  air  traffic  controllers 
to  prevent  accidents. 

-  CSC  is  a  member  of  the  AT&T  team  selected  in  December 
1988  to  replace  the  federal  government's  current 
telecommunications  system.  Known  as  FTS2000,  the 
program  will  provide  government  agencies  with  an 
integrated  system  for  voice,  data,  and  video  services.  CSC 
will  provide  a  billing  system  and  other  software  services  for 
FTS2000.  Both  CSC's  Systems  Group  and  its 
Communications  Industries  Services  unit  are  engaged  in  the 
FTS2000  program. 
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-  In  December  1988,  CSC  won  a  $52  million,  seven-year 
contract  from  NASA  Ames  Research  Center  for  operation, 
planning,  and  development  services  in  support  of  NASA's 
supercomputer  facilities.  The  work  involves  the  Numerical 
Aerodynamic  Simulation  (NAS)  system. 

-  In  July  1988,  CSC-Pan  Am  Kauai--a  joint  venture  of  CSC 
(managing  partner).  Pan  American  World  Services,  and  EC 
Corp.-  was  awarded  at  $93  million,  five-year  contract  from 
the  U.S.  Navy  Pacific  Missile  Range  Facility  (Kauai)  to 
provide  operations  and  maintenance  of  the  Pacific  Missile 
Range  Facility,  used  for  evaluation  and  test  of  air,  surface, 
and  subsurface  weapons. 

-  In  July  1988,  CSC,  teamed  with  IBM,  was  selected  by  the 
FAA  to  develop  the  Advanced  Automation  System,  which 
will  completely  modernize  the  current  air  traffic  control 
system.  In  work  estimated  at  several  hundred  millions  of 
dollars  in  value,  CSC  will  develop  and  integrate  software  for 
a  wide  range  of  applications. 

-  In  June  1988,  CSR-a  joint  venture  of  CSC  (managing 
partner)  and  Raytheon~was  awarded  a  $350  million,  five- 
year  contract  by  the  U.S.  Air  Force  Eastern  Space  and 
Missile  Center  (Florida)  to  provide  technical  services  to  the 
Eastern  Test  Range.  CSC  is  responsible  for  all  of  the  range 
telemetry,  radar,  communications,  instrumentation,  data 
processing,  and  downrange  base  support  for  spacecraft  and 
missiles  launched  from  Kennedy  Space  Center  and 
Canaveral  Air  Force  Station. 

-  In  January  1987,  CSC  was  awarded  a  $100  million,  ten-year 
contract  to  provide  complete  facilities  management  services 
to  NASA's  Slidell  (LA)  Computer  Facility. 

CSC  Consulting  provides  management  consulting,  requirements 
analysis,  system  design,  software  development,  system  engineering 
and  integration,  communications  systems  engineering,  and 
facilities  management  for  non-federal  organizations  worldwide. 

•  These  activities  are  performed  by  the  following  units: 

-  CSC  Partners  Inc.  (formerly  Computer  Partners,  Inc.)  is  a 
wholly  owned  subsidiary  based  in  Waltham  (MA). 

-  Communications  Industry  Services,  based  in  Piscataway 
(NJ),  specializes  in  services  to  telephone  companies. 
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-  Index  Group,  Inc.,  based  in  Cambridge  (MA),  specializes  in 
consulting  and  management  educational  services. 

-  CSC  Computer  Sciences  Europe  S.A.,  headquartered  in 
Brussels,  manages  CSC  Consulting's  activities  in  Belgium, 
the  Netherlands,  the  U.K.,  and  West  Germany.  These 
activities  include  CIG-Intersys,  which  was  acquired  by  CSC 
in  June  1989. 

•  The  acquisition  of  Index  Group  expanded  CSC's  range  of 
management  and  technical  services  in  the  commercial  area. 

-  Index  Group's  management  consulting  services  include 
redesigning  management  and  operational  processes; 
assessing  the  information  systems  function  and  management; 
strategically  planning  and  implementing  information 
technology;  building  management  planning,  control,  and 
communications  systems;  developing  competitive  application 
of  information  technology  for  sales  and  marketing;  spurring 
development  and  implementation  of  "mission  critical" 
systems;  cutting  information  technology  costs;  and  creating 
technology  architectures. 

-  In  addition  to  consulting.  Index  Group  conducts  executive 
education  programs  and  corporate-sponsored  research  for 
more  than  200  major  companies. 

-  Index  Group  works  primarily  for  the  Fortune  500 
manufacturing  and  service  companies  in  the  U.S.  and  the 
Financial  Times  500  in  Europe.  The  firm  has  assisted  19  of 
the  25  largest  U.S.  corporations. 

-  In  March  1989,  CSC  was  awarded  a  five-year  contract  from 
Weirton  Steel  Co.  (Weirton,  WV)  to  assist  in  developing  an 
advanced,  integrated  manufacturing  information  system  to 
expedite  customer  delivery  service,  and  reduce  costs  through 
improved  inventory  control  and  production  scheduling.  The 
contract  involves  a  four-phase  program,  of  which  the  first 
phase  is  valued  at  $5  million. 

-  Under  a  four-year,  multimillion  dollar  contract  awarded  in 
June  1989,  Index  will  assist  a  leading  financial  services  firm 
to  manage  the  organizational  and  business  changes 
associated  with  the  implementation  of  new  company-wide 
computer  systems.  Index  will  develop  management 
initiatives  and  new  organizational  structures  to  transition  the 
client  into  a  market-driven  company,  and  ensure  that  the 
new  computer  systems  support  the  client's  business  goals. 


August  1989 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


Page  13  of  19 


COMPUTER  SCIENCES  CORPORATION 


INPUT 


•  CSC  Partners  provides  custom  programming,  systems 
consulting,  design,  integration,  and  implementation  services, 
and  education  and  training  to  Fortune  1000  corporations  and 
other  large  computer  users. 

-  Services  are  targeted  to  communications  and  energy  utilities; 
state  and  local  government;  and  the  financial  services,  retail, 
and  distribution  industries. 

-  CSC  Partner's  revenue  profit  contribution,  and  order  volume 
rose  to  record  levels  during  fiscal  1989.  CSC  Partners  has 
doubled  its  annual  revenue  volume  in  less  than  three  years  to 
approximately  $40  million. 

-  In  March  1989,  CSC  Partners  was  awarded  a  $16  million, 
three-year  contract  from  the  Massachusetts  Water  Resources 
Authority  (MWRA)  to  develop,  integrate,  and  install  an 
information  system  that  will  enable  MWRA  to  monitor  and 
control  its  capital  projects  to  improve  water  and  sewer 
systems  in  60  communities.  CSC  Partners  will  also  provide 
related  operational  procedures,  office  automation,  and 
computer  networking  systems. 

-  In  April  1989,  CSC  was  awarded  a  one-year  contract  from 
Matson  Navigation  Co.  (San  Francisco,  CA)  to  manage  and 
implement  the  upgrade  of  Matson's  freight  management 
system. 

-  Other  CSC  Partner  clients  include  E.I.  DuPont,  Motorola, 
Sterling  Drug,  Panasonic,  Boise  Cascade,  State  Street  Bank, 
AlHed-Signal,  and  The  Boston  Company. 

•  Communications  Industry  Services  primarily  supports  AT&T 
with  software  development  and  network-related  services. 

-  CSC  has  had  a  continuous  contractual  relationship  with 
AT&T  for  20  years. 

-  In  1989,  this  CSC  unit  also  began  the  development  of  a 
customer  service  system  for  Cincinnati  Gas  &  Electric  Co. 
under  a  multi-year  contract. 

•  European  activities  of  CSC  Consulting  include: 

-  Management  of  all  computer  services  for  the  Mersey 
Regional  Health  Authority  in  England  under  a  $16.2  million 
facilities  management  contract. 
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-  Expanding  assistance  to  the  German  national  railway  in  the 
development  of  strategic  electronic  data  interchange  systems 
that  link  the  railway  with  some  of  its  major  customers 

-  Developing  a  similar  electronic  data  interchange  system  for 
the  Australian  railway 

-  Developing  gateways  for  Spanish  rail  and  major  shipping 
companies  in  Spain  and  Italy 

-  Developing  a  national  system  for  patents  and  trademark 
registration  in  the  U.K. 

-  Providing  ongoing  support  of  a  command  and  control  system 
developed  by  CSC  for  the  German  navy's  northern  maritime 
headquarters 

-  Modernizing  administrative  systems  for  government  agencies 
in  Belgium  and  the  Netherlands 

The  Industry  Services  Group  provides  specialized  services  to  the 
casualty/health  insurance  markets,  credit  grantors,  and  to  CPAs 
for  income  tax  return  processing  through  the  following  units: 

•  The  Health  and  Administrative  Services  Division  provides 
large-scale  medical  claims  processing  and  related  services  for 
state  and  federal  agencies. 

-  In  October  1988,  the  division  was  awarded  a  $560  million- 
plus,  seven-year  contract  (including  options)  from  the  New 
Jersey  Joint  Underwriting  Association  (JUA)  to  act  as 
servicing  carrier  for  425,000  auto  insurance  policy  holders, 
commencing  March  1, 1989. 

•    CSC  performs  virtually  all  of  the  functions  of  a  private 
insurer,  with  the  underwriting  risk  borne  by  the  JUA. 
The  JUA  insures  assigned-risk  motorists  unable  to 
obtain  damage  and  liability  insurance  in  the  standard 
market. 

The  contract  is  expected  to  generate  annual  revenue  of 
about  $75  million  by  fiscal  1991,  and  total  revenue  of 
abut  $240  million  over  four  years. 

-  The  division  acts  as  servicing  agent  for  the  federal 
government's  National  Flood  Insurance  Program,  operating 
one  of  the  largest  property  insurance  programs  in  the  nation 
at  its  Lanham  (MD)  facility. 
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•    The  unit  performs  all  of  the  policy,  claims,  marketing, 
and  administrative  functions  of  an  insurance  company, 
with  the  government  assuming  the  underwriting  risk. 

In  June  1988,  the  division  successfully  recompeted  for 
this  contract  with  the  Federal  Emergency  Management 
Agency  and  was  awarded  a  $94.2  million,  five-year 
contract. 

-  The  division  also  processes  claims  from  providers  of  health 
services  for  the  state  of  New  York's  Medicaid  program  and 
medical  claims  from  coal  miners  for  the  U.S.  Department  of 
Labor's  black-lung  program  (a  new  four-year  contract  was 
awarded  to  CSC  in  June  1989). 

•  CSC  Comtec  provides  turnkey  systems  and  associated  support 
services  to  managed-health  care  companies. 

-  ComCare  is  a  Prime-based  turnkey  system  for  health 
maintenance  organizations,  preferred  provider  organizations, 
third-party  administrators,  and  traditional  indemnity  carriers. 
ComCare  includes  modules  for  membership  and  billing, 
claims  processing,  utilization  review,  finance  and  accounting, 
and  ancillary  clinical  functions.  There  are  over  150  systems 
installed  in  30  states. 

•  Seako,  Inc.,  acquired  in  April  1989,  provides  application 
software  and  turnkey  systems  for  medical  groups,  managed- 
health  care  organizations,  and  private  practices  nationwide. 

-  The  products  run  on  IBM  AS/400  and  3090  computers  and 
support  various  medical  office  functions,  including  utilization 
management,  benefits  coordination,  claims  adjudication, 
premium  and  fee-for-service  billing,  membership,  and 
general  financial  functions. 

-  Seako's  products  are  installed  in  over  800  physicians'  offices 
and  at  more  than  60  health  maintenance  organizations 
(HMOs). 

•  CSC  Credit  Services,  formerly  Associated  Credit  Services,  Inc. 
(ACS),  is  one  of  CSC's  most  profitable,  high-growth  operating 
units.  Since  CSC  acquired  ACS  in  1982,  Credit  Services'  annual 
revenue  has  increased  from  $25  million  to  $110.9  million  in 
fiscal  1989. 

-  As  previously  mentioned,  as  the  result  of  an  agreement 
formed  with  Equifax  during  1988,  credit  reporting  processing 
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is  furnished  through  Equifax's  wholly  owned  subsidiary, 
Credit  Bureau  Incorporated  of  Georgia  (CBI). 

CSC  has  converted  its  more  than  110  million  consumer 
credit  files  to  CBI's  computer  system  to  create  a  joint 
national  consumer  credit  file  from  which  both  companies 
can  sell  reports  from  each  other's  files  to  credit  grantors, 
with  CBI  performing  the  processing.  This  joint  credit  file 
provides  nationwide  credit  grantors  with  a  single  source 
of  credit  information,  instead  of  having  to  deal  with 
multiple  sources  on  a  local  or  regional  basis. 

CSC  Credit  Services  continues  to  own  its  credit  files  and 
receives  all  revenues  from  the  sale  of  the  credit 
information  they  contain.  CSC  pays  CBI  a  processing  fee 
for  each  report  supplied  to  a  credit  grantor. 

CSC  continues  to  own  and  operate  31  credit  bureaus  and 
provides  services  to  another  35  associate,  non-owned 
bureaus.  CSC  Credit  Services  also  owns  31  collection 
agencies  and  provides  all  processing  services  for  the 
collection  agencies. 

-  In  December  1987,  CSC  entered  a  major  new  market  with 
the  receipt  of  a  contract,  valued  at  more  than  $30  million 
over  five  years,  from  the  General  Services  Administration. 
CSC  Credit  Services  will  collect  delinquent  loans  and  other 
debt  owed  to  various  federal  agencies.  The  award  is  the 
unit's  first  federal  contract. 

•  CSC  TACS  provides  income  tax  return  processing  services  to 
professional  tax  preparers  located  in  15  Western  and 
Midwestern  states. 

-  Services  are  provided  on  a  batch  basis  from  a  data  center  in 
Los  Angeles  with  direct  access  available  via  communications 
links. 

-  CSC  TACS  achieved  a  high  profit  margin  and  record 
revenue  volume  during  fiscal  1989. 

CSC  maintains  close  business  ties  with  its  former  subsidiary, 
INFONET,  whose  Network  Services  contributed  5%  to  total  fiscal 
1989  revenue.  CSC  remains  the  largest  single  shareholder  of 
INFONET.  As  a  result  of  the  ownership  sale,  however,  beginning 
with  the  fourth  quarter  of  fiscal  1989,  CSC  no  longer  consolidates 
INFONET  revenue  and  costs  in  its  financial  statements. 
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•  Established  in  1970,  INFONET  operates  a  worldwide 
communications  network,  providing  and  computer  and 
cormnunications  services  to  commercial  companies  and 
government  agencies. 

•  The  network  offers  direct  access  and  end-to-end  management 
capabilities  in  21  countries,  and  local  access  from  105  countries. 
INFONET  provides  local  support  in  34  countries. 

•  INFONET  shareholders  are:  CSC  and  the  telecommunications 
administrations  of  eight  countries:  TRANSPAC  on  behalf  of 
France  Telecom;  Germany's  Deutsche  Bundespost;  Sweden's 
Teleinvest  AB;  Telefonica  of  Spain;  Telecom  Australia; 
Singapore  Telecom  International;  PTT  Telecom  Netherlands; 
and  Belgium's  Regie  des  Telegraphes  et  des  Telephones. 


Industry  Markets      A  three-year  summary  of  source  of  revenue  follows  ($  milhons): 


FISCAL  YEAR 

3/31 /89 

4/1/88 

4/3/87 

ITEM 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

Federal  Government 

-  Department  of  Defense 

-  Civil  Agencies 
-NASA 

Subtotal 

$479.8 
303.6 
138.0 

$921.4 

37% 
23% 
11% 
71% 

$430.0 
199.8 
136.7 

$766.5 

37% 
18% 
12% 
67% 

$400.0 
172.3 
122.0 

$694.3 

39% 
16% 
12% 
67% 

Commercial 

$267.5 

20% 

$234.2 

20% 

$184.2 

18% 

State  &  Local  Government 

$37.1 

3% 

$60.3 

5% 

$81.6 

8% 

International 

$78.4 

6% 

$91.4 

8% 

$71.4 

7% 

TOTAL 

$1,304.4 

100% 

$1,152.4 

100% 

$1,031.5 

100% 

Commercial  revenue  is  derived  from  telephone  companies; 
Fortune  500  companies  in  manufacturing,  insurance,  banking  and 
finance;  and  the  retail,  wholesale/distribution,  medical,  and 
services  (primarily  accountants)  industries. 
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International  revenue  is  derived  from  foreign  governments, 
financial  institutions,  transportation  companies,  and 
manufacturers. 


Geographic  CSC's  revenue  and  operating  income  by  geographic  region  for  the 

Markets  last  three  years  has  been  as  follows  ($  millions): 


FISCAL  YEAR 

3/31/89 

4/1/88 

4/3/87 

ITEM 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

Revenue 
-U.S. 

-  international 

$1,226.0 
78.4 
$1,304.4 

94% 
6% 
100% 

$1,061.0 
91.4 
$1,152.4 

92% 
8% 
100% 

$960.1 
71.4 
$1,031.5 

93% 
7% 
100% 

Operating  income 
-U.S. 

-  International 

$105.1 
2.2 
$107.3 

98% 
2% 
100% 

$85.0 
8.9 
$93.9 

91% 
9% 
100% 

$73.3 
4.1 
$77.4 

95% 
5% 
100% 

CSC  maintains  offices  in  more  than  200  locations  throughout  the 
U.S.  Operations  in  the  U.K.,  Belgium,  Germany,  and  the 
Netherlands  are  through  subsidiary  companies. 


Data  centers  operated  by  CSC  include  the  following: 

•  CSC  Credit  Services'  data  center  in  Houston  uses  an  IBM  4381, 
DEC  VAX  8650,  and  DEC  VAX-II/785  systems. 

•  The  Health  and  Administrative  Services  Division  has  an 
Amdahl  5870  installed  in  Lanham  (MD)  for  claims  processing 
and  related  insurance  functions. 

•  CSC  TACS  has  an  IBM  4081  installed  in  Los  Angeles. 

•  In  support  of  its  research  and  development  efforts  in  software 
engineering,  supercomputing,  and  other  fields,  CSC's  Systems 
Group  at  Falls  Church  (VA)  operates  several  laboratories 
which  evaluate  equipment  lent  by  manufacturers.  Company- 
owned  equipment  at  this  location  includes  a  Relational  1000 
and  a  DEC  Micro  VAX  II. 


Computer 
Hardware 
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ELECTRONIC  DATA  SYSTEMS       Lester  M.  Alberthal,  Jr.,  Chairman, 
CORPORATION  President,  and  CEO 

7171  Forest  Lane  .  Wholly  Owned  Subsidiary  of  General 

Dallas,  TX  75230  Motors  Corporation,  GM  Class  E  Stock, 

(214)  604-6000  NYSE 

Total  Employees:  52,000 

Total  Revenue,  Fiscal  Year  End 
12/31/88:  $4,844,100,000 

Non-GM  Information  Services  Revenue: 

$1,907,600,000 


The  Company  Electronic  Data  Systems  Corporation  (EDS),  founded  in  1962,  is  a 

leading  information  and  communications  services  company 
providing  information  processing,  systems  management,  and 
communications  services  to  the  financial,  insurance,  commercial, 
and  communications  industries  domestically  and  internationally 
and  to  state  and  federal  government.  These  markets  include 
banking;  credit  unions;  property,  life,  health,  and  casualty 
insurance;  distribution;  manufacturing;  transportation;  retail;  and 
energy. 

•  EDS  currently  has  more  than  6,000  clients  in  all  50  states  and 
26  countries  worldwide. 

•  EDS'  largest  client  is  General  Motors  Corporation  (GM)  and 
its  subsidiaries,  which  contributed  approximately  59%  ($2.8 
billion)  to  EDS'  1988  revenue. 

EDS  and  its  subsidiaries  were  acquired  by  GM  in  October  1984 
for  approximately  $2.5  billion. 

•  The  acquisition  was  consummated  through  an  offer  to  exchange 
EDS  common  stock  for  either  $44  in  cash  or  $35.20  in  cash  plus 
two-tenths  of  a  share  of  Class  E  common  stock,  plus  a 
nontransferable  contingent  promissory  note  issued  by  GM. 

•  EDS  operates  as  an  independent  subsidiary  of  GM.  EDS' 
performance  forms  the  base  from  which  any  dividend  on  the 
GM  Class  E  common  stock  will  be  declared.  These  earnings 
include  income  earned  from  services  provided  to  GM  and  its 
other  subsidiaries. 
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•  Through  its  work  for  GM,  EDS  has  gained  expertise  in  factory 
automation,  strengthened  its  international  presence,  and 
enhanced  its  communications  expertise. 

EDS'  total  1988  revenue  reached  S4.8  billion,  a  9%  increase  over 
1987  revenue  of  $4.4  billion.  Net  income  rose  19%,  from  $323 
million  in  1987  to  $384  million  in  1988.  A  five-year  financial 
summary  follows: 

ELECTRONIC  DATA  SYSTEMS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1988 

1987 

1986 

1985 

1984 

Revenue 

$4,844.1 

$4,427.7 

$4,366.0 

$3,443.3 

$947.5 

•   Percent  increase 

from  previous  year 

9% 

1% 

27% 

264% 

295% 

Income  before  taxes 

$589.4 

$524.3 

$464.0 

$362.1 

$138.7 

•   Percent  increase 

from  previous  year 

12% 

13% 

28% 

161% 

19% 

Net  income 

$384.1 

$323.1 

$260.9 

$189.8 

$80.7 

•   Percent  increase 

from  previous  year 

19% 

24% 

37% 

135% 

24% 

Earnings  per  sfiare 

$3.15 

$2.65 

$2.13 

$1.57 

$0.67 

•   Percent  increase 

from  previous  year 

19% 

24% 

36% 

134% 

24% 

A  further  breakdown  of  1988,  1987,  and  1986  revenue  follows 
($  millions): 


FISCAL  YEAR 

REVENUE  SOURCE 

1988 

1987 

1986 

Systems  and  contracts 

•  Outside  customers 

•  GM  and  subsidiaries 

$1,907.6 
2.837.0 
$4,744.6 

$1,444.8 
2,883.3 
$4,328.1 

$1,127.7 
3.195.1 
$4,322.8 

Interest  and  other 

$99.5 

$99.6 

$43.2 

TOTAL 

$4,844.1 

$4,427.7 

$4,366.0 
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EDS  management  attributes  1988  revenue  increases  to  the 
following: 

•  The  acquisition  of  MTech  Corp  in  April  1988; 

•  Winning  more  than  half  of  all  the  business  bid  for  while 
sustaining  its  historic  80%  renewal  rate; 

•  Strong  performance  in  existing  markets  and  success  in  new 
markets,  i.e.  energy. 

Revenue  for  the  three  months  ending  March  31,  1989  reached 
$1.29  biUion,  an  increase  of  $165.8  million  (15%)  over  revenue  of 
$1.12  billion  for  the  same  period  in  1988.  Net  income  for  the 
period  rose  $10.9  million  (12%),  from  $89.1  million  to  $100.0 
million. 

Recent  acquisitions  made  by  EDS  include  the  following: 

•  In  May  1989,  EDS  and  Hitachi  Ltd.  announced  the  completion 
of  their  acquisition  of  National  Advanced  Systems  Corporation 
(NAS)  from  National  Semiconductor  Corporation.  EDS  and 
Hitachi  have  formed  a  new,  independently  operated,  joint 
venture  company,  Hitachi  Data  Systems  Corp.,  which  will 
market  and  distribute  Hitachi  PCM  mainframe  and  peripheral 
equipment.  EDS  holds  a  20%  equity  in  the  new  venture. 

•  In  April  1989,  EDS  acquired  BancSystems  Association,  Inc. 
(Westlake,  OH),  a  subsidiary  of  Society  Corporation  that 
provides  credit  card  transaction  processing  services  to  the 
financial  services  industry.  Terms  of  the  purchase  were  not 
disclosed. 

-  BancSystems,  founded  in  1969  as  a  not-for-profit  association 
owned  by  the  member  institutions  that  used  its  services,  was 
acquired  by  Society  Corporation  in  1984. 

-  BancSystems  provides  MasterCard  and  Visa  credit  and  debit 
processing  and  related  services  to  more  than  180  financial 
institutions  in  Ohio  and  seven  other  states  with  more  than 
2.4  million  cardholders  and  38,000  merchants. 

-  BancSystems  had  approximately  300  employees  at  the  time 
of  the  acquisition.  Its  operations  have  been  merged  into 
EDS'  Financial  Industry  Group. 

-  EDS  will  continue  to  operate  out  of  BancSystems'  Westlake 
offices,  where  it  will  continue  to  perform  credit  card 
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processing  for  Society  Corporation's  affiliate  banks,  other 
BancSystems  customers,  and  the  expanded  national  business 
it  expects  to  obtain. 

•  In  April  1989,  EDS  acquired  the  electronic  funds  transfer 
(EFT)  business  of  Automatic  Data  Processing,  Inc.  (ADP). 
Terms  of  the  acquisition  were  not  disclosed. 

-  ADP's  EFT  business  includes  a  range  of  services  for 
automatic  teller  machines  and  point-of-sale  applications  for 
the  banking  industry. 

-  Headquartered  in  Clifton  (NJ),  ADP's  EFT  operations 
employ  nearly  300  people  and  supply  one  of  the  largest 
networks  in  the  industry. 

•  EDS'  most  significant  acquisition  during  1988  was  made  in 
April  when  the  company  acquired  MTech  Corp  of  Dallas  (TX) 
for  approximately  $347  million.  The  acquisition  was  accounted 
for  as  a  purchase. 

-  MTech  stockholders  had  the  option  to  receive  $30  in  cash  or 
$13  in  cash  plus  one-third  share  of  GM  Class  E  common 
stock  with  a  Limited  Guarantee  for  each  share  of  MTech 
stock. 

-  MTech  operates  the  third-largest  ATM  network  in  the  U.S. 
and  handles  the  data  processing  for  more  than  1,100 
financial  customers  nationwide. 

-  MTech  had  approximately  3,300  employees  at  the  time  of 
the  acquisition  and  1987  revenue  of  $232.1  million.  EDS 
expected  MTech's  business  to  generate  $190  million  in 
revenue  for  1988. 

-  The  operations  of  MTech  have  been  merged  into  EDS' 
Financial  Industry  Group. 

•  In  November  1988,  EDS  acquired  VideoStar  Connections,  Inc., 
an  Atlanta-based  company  specializing  in  private  satellite 
broadcasting  services  and  special-event  videoconferencing,  and 
VideoStar's  staging  services  subsidiary.  Staging  Connections. 
Terms  of  the  purchase  were  not  disclosed. 

-  VideoStar  operates  17  private  television  networks  and  1,800 
downlinks.  The  networks  are  ideal  for  businesses  or 
institutions  that  need  to  distribute  product  announcements, 
company  or  industry  news,  policy  or  procedure  changes. 
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maintenance  updates  or  other  news  to  a  widely  dispersed 
audience.  Some  of  its  customers  are  Eastman  Kodak, 
Hewlett-Packard,  DEC,  Xerox,  and  Merrill  Lynch. 

-  VideoStar,  which  now  operates  as  an  independent  subsidiary 
of  EDS,  complements  the  video  production  capabilities  of 
EDS'  affiliate.  Automotive  Satellite  Television  Network,  Inc. 
VideoStar  will  also  make  it  possible  for  EDS  to  offer  its  line 
of  training  and  educational  programs  now  available  on  its 
internal  network  to  customers  of  both  EDS  and  VideoStar. 

•  In  November  1988,  EDS  acquired  the  data  processing 
operations  of  Texas  Commerce  Bancshare's  27  correspondent 
banks. 

•  In  November  1988,  EDS  acquired  the  data  processing 
operations  of  Cullen/Frost  Bankers'  54  correspondent  banks. 

•  In  September  1988,  EDS  acquired  a  50%  interest  in  and 
assumed  management  control  of  China  Management  System 
(CMS),  the  largest  information  services  company  in  Taiwan. 

-  CMS,  with  1987  revenue  of  $10  million,  specializes  in 
systems  integration,  systems  development,  on-line 
processing,  packaged  software,  and  management  consulting. 
Its  customers  include  government  agencies,  financial 
institutions,  manufacturers,  and  trading  companies. 

-  The  agreement  enables  both  organizations  to  extend  their 
international  links  as  well  as  compete  more  strongly  for  focal 
information  processing  contracts. 

•  In  September  1988,  EDS  acquired  General  Data  Systems,  Ltd. 
(GDS)  of  Philadelphia.  Terms  of  the  purchase  were  not 
disclosed. 

-  GDS  specializes  in  systems  and  services  for  the  property  and 
casualty  insurance  industry. 

-  GDS  had  approximately  100  employees  at  the  time  of  the 
acquisition.  Since  1983,  GDS'  revenues  have  increased 
annually  at  a  compound  rate  of  38%. 

-  The  operations  of  GDS  have  been  merged  into  EDS' 
Commercial  Insurance  Division. 

In  March  1989,  EDS  and  Hewlett-Packard  signed  an  agreement 
that  formally  establishes  the  framework  for  cooperation  on 
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systems  integration  projects.  Under  the  terms  of  the  agreement, 
HP  and  EDS  will  submit  joint  proposals  to  customers  for  the 
development,  design,  management,  and  support  of  projects 
requiring  the  integration  of  hardware,  software,  and  project 
management  services. 

EDS  is  currently  organized  into  the  following  business  units: 

•  The  Government  Systems  Group  provides  systems  integration 
and  systems  management/facilities  management  (FM)  services, 
including  support  of  state-controlled  health  care  (or  Medicaid) 
programs  and  federal,  state,  and  civilian  government  customers. 

-  The  State  Operations  Division  of  the  Government  Systems 
Group  focuses  on  FM  services  provided  to  state  governments 
for  the  management  of  various  applications,  including  health 
care  and  automobile  insurance. 

•  The  Financial  Industry  Group  provides  processing/network 
services,  facilities  management,  and  software  products  to  banks, 
savings  and  loans,  and  credit  unions. 

•  The  Insurance  Industry  Group  combines  EDS'  FM  insurance 
business  (including  Blue  Cross/Blue  Shield,  where  state  money 
is  not  involved),  its  work  in  GM's  benefits  administration,  and 
its  work  for  GMAC. 

-  The  Commercial  Insurance  Division  provides  processing 
services  and  software  products  to  insurance  companies. 

•  The  Commercial,  Communications,  and  International  Services 
Group  supports  the  following  businesses: 

-  North  American  Commercial--non-GM  FM  and  systems 
automation  for  the  manufacturing,  distribution,  retail,  and 
energy  industries. 

-  Communications  Services-all  communications  projects. 

-  International--all  activities  outside  North  America. 

•  EDS'  General  Motors  Business  Operations  Group  provides 
information  services  in  support  of  most  of  GM's  internal 
organization,  primarily  in  North  America. 

Major  competitors  of  EDS  by  product/service  area  include  the 
following: 
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•  Insurance  claims  processing:  Computer  Sciences  Corporation 
(CSC),  The  Computer  Company,  McDonnell  Douglas 
Information  Systems  Company,  and  Unisys. 

•  Government  systems:  CSC,  Unisys,  Planning  Research  (Black 
&  Decker),  and  Boeing  Computer  Services. 

•  Credit  unions:  Control  Data  Business  Information  Services  and 
Citicorp  Information  Resources. 

•  Remote  computing  services:  Boeing  Computer  Services, 
Martin  Marietta,  CSC,  and  GE  Information  Services. 

•  Systems  integration:  Scientific  Applications  International, 
BDM  International,  Unisys,  and  IBM. 

•  Systems  operations/facilities  management:  CSC  and 
Systematics. 


Key  Products  and  A  three-year  summary  of  source  of  revenue  by  operating  group  is 
Services  estimated  by  EDS  as  follows: 

ELECTRONIC  DATA  SYSTEMS  CORPORATION 
ESTIMATED  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1988 

1987 

1986 

Financial  and  Insurance 

22% 

18% 

15% 

Commercial,  Communications, 
and  International  Services 

17% 

16% 

13% 

Government  Systems 

14% 

14% 

12% 

Subtotal  (a) 

53% 

48% 

40% 

GM 

47% 

52% 

60% 

TOTAL 

100% 

100% 

100% 

(a)  These  estimates  include  certain  revenue  from  GM  that  has  been  reported  in 
the  Commercial,  Communications,  and  International  Sen/ices  and  Financial 
and  Insurance  Groups. 
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EDS  services  are  offered  as  follows: 

•  Facilities  Management  (FM):  EDS  assumes  virtually  all  of  the 
data  processing  and  communications  requirements  for  the 
customer  over  a  multiyear  term.  Responsibilities  include  the 
design  and  implementation  of  business  information  systems,  the 
staffing  of  the  data  processing  functions,  the  development  and 
maintenance  of  necessary  software,  and  the  operation  of  all 
computer  activities. 

•  Systems  Integration:  EDS  designs,  implements,  and  installs  the 
appropriate  combination  of  hardware  and  software  integrated 
into  a  total  system  designed  to  fulfill  the  customer's  processing 
and  communications  requirements. 

•  Fiscal  Agent:  EDS  is  responsible  for  all  data  processing 
functions  as  well  as  other  administrative  duties.  These  may 
include  processing  and  paying  claims  as  well  as  ensuring  proper 
coordination  of  benefits. 

•  Professional  Services:  EDS  provides  system  design, 
custom/contract  programming,  consulting,  engineering  services, 
education,  and  training. 

•  Processing  Services:  EDS  provides  data  processing  services 
from  an  EDS  data  center  billed  on  a  predetermined  minimum 
monthly  basis,  usually  based  on  the  number  of  transactions. 

The  Government  Systems  Group  provides  FM  and  systems 
integration  services  to  federal,  state,  and  local  government 
customers.  Contract  examples  include  the  following: 

•  In  May  1989,  EDS  was  awarded  a  three-year,  $100  million 
contract  (with  options  for  two  one-year  extensions)  with  the 
state  of  Florida  Department  of  Health  and  Rehabilitative 
Services.  EDS  will  transfer,  implement,  and  operate  the 
Florida  On-Line  Recipient  Integrated  Data  Access  System, 
which  will  be  used  to  determine  program  eligibility  and  to  issue 
benefits  for  several  major  state  human-service  programs.  EDS 
will  supply  all  training,  conversion,  and  maintenance  services. 

•  During  the  first  quarter  of  1989,  EDS  signed  an  agreement  with 
the  U.S.  General  Services  Administration  to  assist  federal 
agencies  that  need  immediate  system-conversion  support 
services,  and  won  a  contract  with  the  Foundation  Health  Corp. 
(FHC)  to  help  the  FHC  with  managing  the  CHAMPUS  health 
care  program. 
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•  In  October  1988,  EDS  signed  a  six-year  contract  to  implement 
Unified  Local  Area  Network  Architecture  for  the  Air  Force. 
EDS,  Bridge  Communications,  and  over  20  other  suppliers  will 
deliver  and  install  bridges,  gateways,  and  host  attachments  on 
existing  local  area  network  cabling  for  over  200  Air  Force  bases 
nationwide.  EDS  will  also  provide  engineering  services  and 
maintenance  and  training  for  those  Air  Force  installations 
implementing  local  area  networks. 

•  During  1988,  EDS  received  a  five-year  contract  to  continue  to 
provide  technical,  analytical,  development,  and  program 
management  support  for  the  Marine  Corps  Standard  Supply 
System.  The  system  automates  the  procurement,  distribution, 
and  management  of  essential  supplies  for  the  Marines 
worldwide. 

•  In  August  1988,  EDS  won  an  eight-year  contract  with  the  Navy 
to  convert  the  application  support  system  for  the  Stock  Point 
ADP  Replacement  Conversion  project  at  33  sites  worldwide. 
EDS  will  implement  and  maintain  the  new  system,  design  a 
data  base,  and  conduct  training. 

•  In  October  1988,  EDS  signed  a  one-year  contract  (with  four 
one-year  extensions)  with  the  U.S.  Immigration  and 
Naturalization  Service  to  implement  a  turnkey  solution  for  the 
manufacture  of  identification  cards  and  management  of  alien 
records. 

•  In  August  1987,  EDS  announced  a  major  systems  integration 
contract  with  the  U.S.  Army  to  implement  and  operate  Project 
SOX.  Under  the  nine-and-one-half-year  agreement,  EDS  is 
standardizing  and  integrating  all  hardware  systems,  data  base 
software,  and  communications  components  for  the  U.S.  Army's 
worldwide  personnel  management  system. 

•  Medicaid  contract  awards  include  the  following: 

-  In  February  1989,  EDS  signed  an  eight-year  contract  to 
provide  full  fiscal  agent  services  for  the  North  Carolina 
Division  of  Medical  Assistance  (DMA).  EDS  will  provide 
claims  processing  as  well  as  management  and  utilization 
review  reporting  for  DMA  as  it  has  done  since  1977. 

-  During  the  first  quarter  of  1989,  EDS  also  won  a  new  five- 
year  contract  with  Wyoming  to  perform  claims  processing 
and  other  fiscal  agent  functions  for  the  state's  Medicaid 
program. 
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-  In  December  1988,  EDS  signed  a  four-year  contract  to 
continue  providing  program  management  and  data 
processing  services  for  the  Texas  Medicaid  program.  EDS 
has  administered  this  program  since  1977. 

-  During  1988,  EDS  also  signed  new  Medicaid  contracts  with 
Idaho  and  Alabama,  and  extended  contracts  in  Arkansas, 
Georgia,  and  Kansas. 

•  Other  state  government  contracts  awarded  during  1988 
included  the  Florida  Student  Loan  Program,  the  New  York 
Commercial  Drivers  License  System,  the  Recipient  Eligibility 
Verification  System  for  Medicaid  recipients  in  the 
Commonwealth  of  Massachusetts,  and  California  In-Home 
Support  Services. 

•  In  October  1988,  the  Government  Systems  and  Financial  and 
Insurance  Groups  joined  together  to  win  a  seven-year  contract 
valued  at  over  half  a  billion  dollars.  Under  one  of  the 
company's  largest  contracts  ever,  EDS  will  provide  the  New 
Jersey  Automobile  Full  Insurance  Underwriting  Association 
with  full  program  management  services  to  425,000  policy 
holders. 

The  Financial  Industry  Group  provides  processing/network 
services,  FM  services,  and  application  software  products  to  the 
financial  services  industry. 

•  Recent  contract  awards  from  financial  customers  include  the 
following: 

-  In  March  1989,  EDS  signed  a  ten-year  FM  agreement  under 
which  EDS  will  assume  all  data  processing  responsibilities, 
as  well  as  all  voice  and  data  communications  for  the  Meritor 
Savings  Bank  of  Philadelphia.  EDS  will  install  its  Integrated 
Financial  System,  which  provides  integrated  back-office 
services  for  financial  institutions. 

-  During  the  first  quarter  of  1989,  EDS  also  won  a  new 
contract  with  the  Dallas-based  Deposit  Guaranty  Bank  to 
assume  responsibility  for  all  of  that  bank's  data  processing 
for  the  next  five  years. 

-  Under  another  five-year  agreement,  EDS  will  handle  all  data 
processing  in  New  York  City  for  Banco  de  Ponce,  which  is 
headquartered  in  San  Juan  (Puerto  Rico)  and  has  14 
branches  in  New  York. 
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-  In  April  1988,  EDS  won  a  10-year  FM  agreement  with 
Houston-based  First  City  Bancorporation  of  Texas,  Inc. 
EDS  is  consolidating  and  managing  the  information  of  First 
City's  28  member  banks  operating  in  62  locations. 

-  Sooner  Federal  Savings  and  Loan  of  Tulsa  (OK)  signed  a 
five-year  agreement  for  EDS  to  provide  its  Integrated 
Financial  System. 

-  During  1988,  EDS  also  signed  new  or  extended  existing 
contracts  with  Arizona  State  Savings  and  Credit  Union 
(Phoenix),  Cullen  Frost  Bank,  First  Colonial  Bankshares 
(Chicago),  Farm  Credit  Bank  (St.  Louis),  Gulfbanks,  Inc. 
(Corpus  Christi),  Republic  Federal  Savings  in  California, 
and  Virginia  Federal  Savings  &  Loan  Association. 

•  Presently,  EDS  processes  information  for  more  than  12  million 
credit  union  members  and  more  than  3,000  credit  unions 
through  its  CUNADATA  division. 

-  During  1988,  EDS  signed  633  credit  union  contracts. 

-  FLAGSHIP'^  is  EDS'  credit  union  processing  system  that 
provides  comprehensive  support  options  to  meet  the  needs 
of  credit  unions,  regardless  of  size. 

•  Major  bank  processing  applications  offered  include  the 
following: 

-  The  Deposit  System  allows  a  financial  institution  to  offer  a 
variety  of  deposit  products  to  both  commercial  and 
individual  customers.  These  products  include  checking 
accounts,  savings  accounts,  certificates  of  deposit,  tiered 
interest  rate  money  market  accounts,  and  IRA  and  Keogh 
accounts.  Cash  management  functions  available  include 
account  analysis  and  balance  reporting. 

-  The  Loan  System  processes  the  financial  institution's 
consumer,  commercial,  and  mortgage  loan  portfolios. 
Consumer  loan  processing  services  include  automatic 
coupon  book  ordering,  officer  performance  reporting, 
delinquency  reporting,  credit  bureau  interfaces,  variable  loan 
rate  adjustment,  credit  life  insurance  calculation,  and 
processing  of  automatic  drafts  from  deposit  accounts. 
Commercial  loan  processing  services  include  additional 
capabilities  such  as  complete  commitment  accounting, 
collateral  tracking,  and  participant  account  reporting. 
Mortgage  loan  services  include  processing  for  adjustable  rate 
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loans,  investor  reporting,  loan  warehousing,  and  escrow 
accounts  and  analysis. 

-  The  Financial  Accounting  and  Reporting  System  provides 
general  ledger,  budgeting,  financial  accounting,  and  cost 
accounting  capabilities  for  financial  institutions.  Asset  and 
liability  management  systems,  planning  and  forecasting 
systems,  and  other  financial  management  services  are  also 
provided. 

-  The  Customer  Information  System  integrates  all  of  a 
financial  institution's  banking  applications  into  a  single 
system  and  provides  an  information  data  base  and  the 
accounting  and  audit  controls  necessary  to  maintain  the  data 
base.  All  banking  transactions  are  posted  to  an  on-line 
general  ledger,  and  customized  internal  reports  detailing 
customer  profitability,  budget  variances,  and  cost/profit 
center  performance  are  generated. 

•  Back  office  services  include  proofing  and  encoding,  bulk 
statement  filing,  statement  mailing,  and  truncation  in  order  to 
accommodate  additional  check  processing  needs  of  its 
customers.  Other  services  include  account  reconciliation 
processing,  document  storage,  filming,  stamping,  archival 
storage,  and  statement  rendering. 

•  Microcomputer  software  and  related  products  permit  access  to 
EDS'  mainframes  on  a  remote  basis.  Products  are  available  for 
Asset/Liability  Management,  Financial  Management 
Information,  Loan  Origination  and  Document  Printing,  Loan 
Loss  Control,  Safe  Deposit  Box,  Call  Reporting,  Back-Up 
Withholding  (1099s),  General  Ledger,  Fixed  Asset  Accounting, 
and  Planning  &  Budgeting. 

•  Through  the  acquisition  of  MTech,  EDS  complemented  its 
activities  in  the  financial  marketplace. 

-  EFT  services  are  provided  to  financial  institutions  and 
retailers  through  the  MP  ACT  Network. 

•    The  MPACT  Network,  established  in  1979,  includes 
approximately  1,300  MPACT  ATMs  and  approximately 
2.5  million  MPACT  debit  cards  issued  to  customers  of 
member  financial  institutions  located  primarily  in  Texas, 
Louisiana,  Arkansas,  New  Mexico,  Oklahoma,  West 
Virginia,  and  Massachusetts. 
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MP  ACT  has  interface  relationships  with  24  other 
regional  and  national  networks  such  as  CIRRUS, 
PULSE,  American  Express,  HONOR  and  DISCOVER, 
which  allow  approximately  50  million  additional  holders 
of  debit  cards  access  to  the  MPACT  Network  and  make 
over  15,000  additional  ATMs  available  to  MPACT 
cardholders. 

•  Financial  transaction  processing  software  products,  generally 
available  both  domestically  and  internationally,  include  the 
following: 

-  The  Card  Management  System  performs  daily  limit  tracking 
on  the  use  of  a  customer's  debit  or  credit  card.  The  system  is 
designed  primarily  for  financial  institutions  that  issue 
debit/credit  cards.  GTE  also  uses  the  system  for  its  FON 
debit  cards. 

-  The  Card  Authorization  System  provides  electronic  or  voice 
authorization/denial  of  debit  and  credit  card  transactions. 
The  system  is  designed  for  any  financial  institution  that 
issues  debit  and  credit  cards. 

-  The  Card  Processing  System  is  an  integrated  debit  and  credit 
card  processing  system  for  large  financial  institutions  with 
large  debit  and  credit  card  portfolios.  The  system  processes 
transactions  for  national  credit  cards  as  well  as  private-label 
cards. 

-  The  Merchant  Accounting  System  supports  a  financial 
institution's  accounting  function  as  it  relates  to  merchants 
and  their  revolving  credit  relationship  with  an  institution. 
The  system  performs  accounting  for  merchant  deposits, 
discounting,  fee  billing,  invoicing,  and  profitability. 

The  Insurance  Industry  Group  provides  FM  and  processing 
services  and  turnkey  systems  to  commercial  insurance  companies 
and  Blue  Cross/Blue  Shield  organizations  (where  state  money  is 
not  involved). 

•  During  1988,  EDS  processed  over  330  million  life,  health,  and 
casualty  insurance  claims,  impacting  over  50  million  people. 

•  EDS  provides  centralized  processing  and  communications 
services  to  a  major  insurance  industry  consortium  that  serves 
70%  of  all  Fortune  500  companies.  In  1988,  one  in  five 
Americans  in  40  states  participated  in  this  program.  More  than 
23  million  claims  were  processed. 


July  1989 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


Page  13  of  18 


ELECTRONIC  DATA  SYSTEMS  CORPORATION 


INPUT 


•  During  the  first  quarter  of  1989,  EDS  signed  a  12-year  FM 
agreement  with  Whitehall  Insurance  Holdings,  Ltd.  to  convert 
the  life  and  group  business  of  one  of  Whitehall's  subsidiaries 
(Bradford  National  Life  Insurance  Co.)  to  the  Equity  Plus  and 
Group  Management  Systems  at  another  Whitehall  subsidiary 
(Lamar  Life  Insurance  Co.). 

•  During  1988,  EDS  was  awarded  the  following  insurance 
processing/FM  contracts: 

-  EDS  was  awarded  a  contract  with  Blue  Cross/Blue  Shield  of 
Illinois  to  implement  a  multi-carrier  system  in  several  of  its 
offices  and  link  them  using  EDS*NET  and  EDS  information 
processing  centers. 

-  In  January  1988,  EDS  received  a  twelve-year  FM  contract 
extension  from  Security  Mutual  Life  Insurance  Company. 
EDS  will  install  The  Insurance  Machine'^,  a  life  insurance 
administration  system.  Other  Insurance  Machine  clients 
include  Allstate,  Union  Central  Life,  Colonial  Life  and 
Accident,  Motors  Insurance  Corporation,  Chubb  Life 
Insurance  Co.  of  America,  the  Ajnfas  Group  of  the 
Netherlands,  and  Confederation  Life  of  Canada. 

•  During  the  fourth  quarter  of  1988,  EDS,  in  cooperation  with  the 
Harvard  Community  Health  Plan,  formed  Interpractice 
Systems.  This  separate  company  will  develop  and  market  an 
integrated  clinical,  administrative,  and  financial  management 
system  targeted  to  various  health  care  organizations.  The  new 
system  will  automate  medical  records  as  well  as  provide 
diagnostic  and  patient  self-education  information. 

•  With  the  acquisition  of  General  Data  Systems,  Ltd.  (GDS) 
during  1988,  EDS  also  offers  turnkey  systems  for  the 
automation  of  underwriting  decisions,  rating  lines  of  insurance, 
and  the  processing  of  commercial  policies  for  property  and 
casualty  insurance  companies. 

The  Commercial,  Communications,  and  International  Services 
Group  provides  a  range  of  FM,  systems  integration,  and 
professional  services  to  domestic  and  international  clients.  EDS 
was  one  of  the  world's  first  commercial  systems  integration 
specialists  and  has  emerged  as  a  major  force  in  both  government 
and  commercial  markets. 

•  Examples  of  recent  domestic  commercial  contracts  obtained  by 
EDS  include  the  following: 
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-  In  November  1988,  EDS  formed  a  ten-year  enterprise 
management  agreement  with  Enron  Corp.  (Houston),  a 
leading  U.S.  gas  company,  to  assume  management 
responsibility  for  Enron's  computing,  software  development, 
and  telecommunications  functions. 

-  During  1988,  EDS  was  awarded  FM  contracts  with  several 
other  oil  and  gas  industry  clients,  including  Placid  Oil  Co.  of 
Dallas  (five-year  contract).  Hunt  Energy  Corporation  (five- 
year  contract),  Penrod  Drilling  Corporation  (one-year 
contract),  and  Freeport-McMoRan  of  New  Orleans. 

-  In  the  fourth  quarter  of  1988,  EDS  signed  a  contract  with 
TELIC  to  provide  computer  and  data  processing  resources. 
TELIC  provides  customized  administrative  and  operations 
software  systems  to  telephone,  electric,  and  gas  companies  in 
North  America. 

-  In  February  1988,  EDS  signed  a  ten-year  contract  to  provide 
systems  integration,  telecommunications,  and  FM  services  to 
the  Lx)ews  Anatole  Hotel  in  Dallas. 

-  During  1988,  EDS  won  an  eight-year  FM  contract  with  Riser 
Foods,  Inc.,  a  retail  grocery  and  wholesale  distributor  in 
Ohio. 

-  During  1988,  EDS  was  awarded  an  eight-year  contract  from 
jewelry  manufacturer  CJC  Holdings  to  provide  FM  services, 
implement  financial  applications,  and  consolidate 
manufacturing  systems. 

-  As  a  systems  partner  to  Apple  Computer,  EDS  will  assist  in 
upgrading  Apple's  corporate  computer  and  communications 
capabilities. 

-  In  August  1988,  EDS  signed  a  major  plant  automation 
agreement  with  Caterpillar  to  integrate  manufacturing 
software  packages  being  installed  in  Caterpillar's  new  plants 
in  Aurora  and  East  Peoria  (IL). 

-  During  the  fourth  quarter  of  1988,  EDS  formed  an 
agreement  with  Ryder  System  to  define,  develop,  and 
implement  a  corporate-wide  human  resource  management 
system. 
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•  International  contract  awards  include  the  following: 

-  During  the  first  quarter  of  1989,  EDS  signed  a  three-and- 
one-half-year  agreement  with  BASF  (a  West  German 
chemical  company)  to  provide  an  information  technology 
infrastructure  for  the  chemical  company's  storage  and 
packaging  department. 

-  In  Spain,  EDS  will  develop  and  implement  an  automatic 
warehouse  system  for  Danone,  a  large  producer  of  dairy 
products. 

-  Under  contract  with  DANZAS-SATEM  (France),  EDS  will 
operate  and  maintain  the  company's  distribution  systems. 

-  EDS'  seven-year  contract  extension  with  French 
manufacturer  Gallay  provides  for  administrative  systems  and 
manufacturing  applications  services. 

-  Also  during  the  quarter,  EDS  negotiated  a  10-year  contract 
with  the  International  Bank  of  Asia  (Hong  Kong)  to  assume 
responsibility  for  its  information-technology  systems. 

-  In  December  1988,  E.D.S.  of  Canada,  Ltd.  received  a  five- 
year  contract  to  provide  complete  processing  services  for 
CAMI  Automotive,  Inc.,  a  joint  venture  between  GM  of 
Canada  and  Suzuki. 

-  In  February  1988,  EDS  was  awarded  a  seven-year  agreement 
with  the  United  Kingdom  Civil  Aviation  Authority  (CAA)  to 
manage  the  CAA's  administrative  computer  systems  and 
headquarters  data  center.  EDS  is  also  participating  in  the 
development  of  improved  communications  between  CAA's 
departments.  The  operation  of  60  offices  will  be  linked 
through  minicomputer  installations,  which  are  to  be 
integrated  with  a  headquarters  administrative  system. 

-  During  1988,  EDS  and  Shearson  Lehman  Hutton  finalized  a 
five-year  agreement  for  EDS  to  implement  an  extended 
application  of  TradePro  for  Shearson's  international 
operations.  This  is  in  addition  to  EDS'  work  in  support  of 
Shearson's  UK  securities  trading  in  capital  markets  and 
international  equities. 

-  EDS  will  assist  France  Telecom  in  the  implementation  of 
telecommunications  capabilities  that  will  allow  France 
Telecom  to  provide  integrated  voice  and  data  services  to  its 
customers. 
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-  During  1988,  EDS  won  a  contract  extension  with  Unilever, 
the  Anglo/Dutch  consumer  products  company,  to  provide 
FM  and  systems  integration  services  for  ten  Unilever 
operating  companies. 

-  EDS  signed  a  five-year  contract  with  Sociaal  Fonds 
Bouwijverheid,  the  social  security  administration  for  the 
Dutch  construction  industry,  to  install  and  operate  a  pension 
fund  system. 

-  EDS  finalized  an  eight-year  contract  with  Netherlands 
shipbuilder  Verolme  Scheepswarf  Heusden  B.  V.  to  develop 
and  manage  new  financial  and  reporting,  personnel,  time 
registration,  and  production  systems. 

-  EDS  currently  has  more  than  250  international  contracts 
with  clients  in  various  industries. 

EDS'  GM  revenue  comes  from  designing,  instaUing,  and  operating 
GM  information  systems  and  implementing  the  automaker's  large 
private  digital  telecommunications  network.  Project  examples 
include  the  following: 

•  During  1988,  EDS  signed  a  five-year,  fixed-price  agreement 
with  GM's  Automotive  Components  Group  to  provide 
computer,  information  processing,  and  communications 
services. 

•  EDS  has  a  long-term,  fixed-price  agreement  with  Chevrolet- 
Pontiac-GM  of  Canada  Group  to  provide  development, 
ongoing  support,  IPC  operations,  plant  floor  automation 
services,  and  communications  support. 

•  EDS  and  Buick-Oldsmobile-Cadillac  Group  (B-O-C)  finalized 
a  five-year  contract  for  EDS  to  provide  computer,  information 
processing,  and  communications  services  to  B-O-C's  26 
manufacturing  plants  and  business  locations. 

•  During  the  fourth  quarter  of  1988,  EDS  signed  a  four-year 
contract  extension  with  the  GM  Truck  &  Bus  Group.  This 
extension  was  made  half-way  through  an  existing  five-year 
contract. 

•  In  July  1988,  EDS  signed  individual  contracts  with  CADAM, 
Inc.  and  McDonnell  Douglas  Information  Systems  Company 
that  call  for  the  two  firms  to  act  as  strategic  partners  in  GM's 
CAD/CAM/CAE/CIM  (C4)  program.  The  program's  goal  is 
to  build  a  C4  Data  Pipeline,  encompassing  a  data,  computing. 
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and  communications  architecture  based  on  open  industry 
standards.  CADAM  and  McDormell  Douglas  software, 
combined  with  EDS'  corporate  graphics  system  software,  will 
form  the  nucleus  for  the  C4  program. 

•  EDS  continues  to  support  all  other  areas  of  General  Motors, 
including  GMAC  and  staff  and  administrative  functions. 


Industry  Markets      Approximately  59%  ($2.8  billion)  of  EDS'  total  1988  revenue  was 

derived  from  its  parent  company,  GM,  and  2%  was  derived  from 
interest  and  other.  The  remaining  39%  ($1.9  billion)  of  total 
revenue  was  derived  from  clients  in  various  industries,  including 
banking  and  finance,  insurance,  manufacturing,  retail,  distribution, 
transportation,  and  energy. 


Geographic  INPUT  estimates  approximately  90%  EDS'  total  1988  revenue  was 

Markets  derived  from  North  American  operations.  The  remaining  10% 

was  derived  from  international  sources. 

EDS  has  nearly  7,300  international  employees. 


Computer  EDS  currently  operates  21  Information  Processing  Centers  (IPCs) 

Hardware  worldwide. 

•  EDS  has  over  300  mainframes  from  various  manufacturers 
installed  at  these  centers,  including  IBM,  National  Advanced 
Systems  (NAS),  and  Amdahl  systems. 

•  IPC  locations  include  Richardson,  Dallas,  and  Piano  (TX); 
Sacramento  (CA);  Camp  Hill  (PA);  Auburn  Hills  and  Warren 
(MI);  Herndon  (VA);  and  Paris. 

In  March  1989,  EDS  officially  opened  the  world's  first  Information 
Management  Center  (IMC)  in  Piano  (TX),  a  network  command 
site  responsible  for  managing  EDS* NET,  EDS'  private  digital 
network  that  will  ultimately  manage  the  telecommunications 
needs  of  EDS'  Information  Processing  Centers. 

•  Through  EDS*NET,  over  730  million  transactions  are 
processed  each  month-nearly  17,000  transactions  per  minute. 
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P.O.  Box  18305 
4800  Six  Forks  Road 
Raleigh,  NC  27609 
(919)  783-8000 


David  E.  Rodger,  President 
Private  Company 
Total  Employees:  110* 
Total  Revenue,  Fiscal  Year  End 
9/30/88:  $12,000,000 

*  INPUT  estimate 


The  Company         Infocel  designs,  develops,  supports  and  markets  integrated 

computer-based  systems  to  meet  the  needs  of  local  governments, 
schools,  public  safety  departments  and  community  colleges. 

•  Infocel's  origins  go  back  to  1976  when  its  turnkey  business  was 
organized  as  Distributed  Data  Systems  and  later  became  a  part 
of  the  Fulcrum  Computer  Group,  Inc.,  which  was  acquired  in 
October  1982  by  Adage,  Inc. 

•  The  turnkey  computer  business  operated  as  the  Fulcrum 
Division  of  Adage  until  October  1983,  when  it  was  purchased  by 
LCL  Systems  (a  company  formed  to  develop  microcomputer- 
based  products  and  to  acquire  Fulcrum).  The  combined 
companies  became  Infocel,  Inc. 

Infocel's  original  funding  of  $3,250,000  came  from  Welsh,  Carson, 
Anderson  &  Stowe;  Hambrecht  &  Quist  and  Vanguard  Associates. 
The  company  then  had  a  second  financing  of  $3,000,000  which 
included  the  original  investors  in  addition  to  Citicorp  Venture 
Capital,  Kitty  Hawk  Capital,  The  Springs  Company,  and  The 
Hillcrest  Group. 

Infocel  has  made  the  following  acquisitions: 

•  In  1988,  Infocel  acquired  GeoBased  Systems,  Inc.  of  Research 
Triangle  Park  (NC),  a  developer  of  geographic  information 
systems.  GeoBased  Systems  had  approximately  25  employees 
at  the  time  of  acquisition. 

•  Also  in  1988,  Infocel  acquired  the  mapping  division  of 
Criterion,  Inc.,  of  San  Diego  (CA). 

-  GeoBased  Systems,  Inc.  and  the  mapping  division  of 
Criterion,  Inc.  were  combined  to  form  GeoBased  Systems, 
an  Infocel  subsidiary. 


July  1989 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


Page  1  of  2 


INFOCEL 


INPUT 


Total  fiscal  1988  revenue  reached  $12  million,  a  20%  increase 
over  fiscal  1987  revenue  of  $10  million.  A  three-year  revenue 
summary  follows: 

INFOCEL 
THREE-YEAR  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

9/88 

9/87 

9/86 

Revenue 

$12,000 

$10,000 

$8,300 

•   Percent  increase 

(decrease)  from 

previous  year 

20% 

20% 

(30%) 

Key  Products  and 
Services 


Infocel  markets  the  following  turnkey  products: 


Financial  Management  System 
Public  Administration  System 
Geographic  Information  System 
Geographic  Reporting  and  Analysis 
Utility  Billing  and  Collections  System 
Systems  Design  and  Productivity  Aids 
SchoolPlus  School  Administration  System 
Public  Safety  System 

Infocel's  products  use  Prime  and  McDonnell  Douglas  computers. 


Industry  Markets 


Infocel  targets  state  and  local  governments,  schools  (K-12),  and 
public  safety  departments. 


Geographic 
Markets 


Infocel  derives  approximately  95%  of  its  revenue  from  the  U.S. 
with  the  remaining  5%  coming  from  Canada. 
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MUNICIPAL  DATA  Julio  Casillas,  President  and  CEO 

MANAGEMENT,  INC.  Private  Corporation 

15  Prospect  Lane  Total  Employees:  22 

Colonia,  NJ  07067  Total  Revenue,  Fiscal  Year  End 

(201)815-9300  4/30/89:  $2,500,000* 

*  INPUT  estimate 


The  Company  Municipal  Data  Management,  Inc.  (MDM),  incorporated  in  1980, 

develops,  designs,  and  markets  information  systems  for  municipal 
departments. 

As  of  April  30, 1989  MDM  employed  22  people. 


Key  Products  and  Of  MDM's  fiscal  1989  revenue,  90%  was  derived  from  application 
Services  software  products.  The  remaining  10%  was  derived  from 

professional  services. 

MDM's  application  software  products  are  available  for  IBM 
computers  and  include  the  following: 

•  The  BUDGET  AND  ACCOUNTING  system  maintains  budget 
and  general  ledger  information  in  accordance  with  New  Jersey 
state  statutes  regarding  municipal  offices. 

.  The  INVESTMENT  PORTFOLIO  AND  CASH 

FORECASTING  system  tracks  investments  by  bank  and  fund, 
and  forecasts  cash  based  on  receipts  and  disbursements  for 
multiple  periods. 

•  The  SEWER  COLLECTION  AND  ACCOUNTING  system 
provides  complete  billing  and  collection  systems  for  sewer 
services. 

•  The  UTILITY  COLLECTION  AND  ACCOUNTING  system 
maintains  meter  readings  and  customer  information.  The 
system  has  full  accounting  and  billing  capabilities. 

-  A  drought  subsystem  is  available  for  the  UTILITY 
COLLECTION  AND  ACCOUNTING  system. 

•  The  MUNICIPAL  COURT  system  is  an  administrative 
management  system  for  a  municipal  court.  The  system  handles 
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everything  from  printing  docket  books  to  payments  for  criminal 
violations. 

•  The  CRIMINAL  VIOLATIONS  system  maintains  information 
on  criminal  court  proceedings. 

•  The  POLICE  CRIMINAL  REPORTS  system  is  an  on-line, 
interactive  system  tracking  reports  on  criminal  and  officer 
activities.  The  system  also  aids  in  officer  dispatching  and  has 
the  capability  to  interface  with  the  911  telephone  system. 

•  The  PAYROLL  AND  MUNICIPAL  ATTENDANCE  system  is 
a  municipal  payroll  system. 

.  The  TAX  REVENUE  COLLECTION  SYSTEM  provides  an 
on-line  system  for  tax  collection  and  related  inquiries. 

•  PRC-2000  is  a  property  tax  assessment  system  based  on  IBM 
minicomputers  and  microcomputers. 

•  The  CONSTRUCTION  CODE  MANAGEMENT 
INFORMATION  SYSTEM  is  designed  for  on-line 
maintenance  of  records  for  administration  and  bookkeeping  of 
the  New  Jersey  Uniform  Construction  Code. 

MDM  offers  a  complete  network  solution  for  municipal  offices. 
This  solution  supplies  on-line  systems  for  the  Water  Utility  and 
Sewer  Office,  the  Building  Department,  the  Tax  Assessors'  Office, 
and  the  Tax  Collectors'  Office-all  in  their  respective  buildings  and 
under  a  common  network. 


Industry  Markets      Approximately  90%  to  95%  of  MDM's  fiscal  1989  revenue  was 

derived  from  state  and  local  government  offices. 


Geographic 
Markets 


Approximately  95%  of  MDM's  fiscal  1989  revenue  was  derived 
from  the  state  of  New  Jersey.  The  remaining  5%  of  MDM's 
revenue  was  derived  from  states  bordering  New  Jersey. 


Computer 
Hardware 


All  of  MDM's  systems  are  developed  on  IBM  microcomputers, 
IBM  Systems  36  and  38,  and  IBM  AS  400  processors. 


Page  2  of  2 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


July  1989 


COMPANY  PROFILE 


NETWORK  COMPUTING  James  V.  Tomai,  President 

CORPORATION  Private  Corporation 

5301  77  Center  Drive  Total  Employees:  85  (10/89) 

Charlotte,  NC  28217  Total  Revenue,  Fiscal  Year  End 

(704)525-8810  12/31/88:  $10,000,000* 

•INPUT  estimate 


The  Company  Network  Computing  Corporation  (NCC),  founded  in  1970, 

provides  processing  services,  application  software  products, 
turnkey  systems,  and  associated  support  services  to  over  150  local 
governments  and  utilities. 

In  June  1988,  NCC  awarded  a  contract  to  CPI  Datanet,  Inc.  to 
design,  implement,  and  operate  a  private  VSAT  data 
communications  network  connecting  NCC's  Data  Center  to  its  on- 
line computing  customers.  The  NCC  network  will  consist  of  small 
1.8  meter  Personal  Earth  Stations  located  directly  on  NCC 
customer  sites.  During  early  1989,  certain  customer  beta  sites 
were  being  completed  during  Phase  One  of  the  project. 

In  March  1989,  NCC  signed  a  Strategic  Partnership  Agreement 
with  DEC  making  NCC  a  DEC  OEM  for  the  local  government 
and  utilities  industries. 


Key  Products  and  NCC's  1988  revenue  was  derived  from  turnkey  systems,  application 
Services  software  products,  and  processing  services. 

NCC  turnkey  systems  for  local  governments  and  municipal  utilities 
operate  on  DEC  VAX  and  Micro  VAX  computers  under  VMS  and 
Rdb  (DEC'S  proprietary  relational  data  base  management  system). 
Integrated  applications  available  include  the  following: 


•  Finance  and  Administration: 


Budgetary  Accounting 
Budget  Control 
Budget  Planning 
Accounts  Payable 
Purchasing 

Investment  Management 
Fixed  Assets 
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•  Public  Works: 

Inventory  Control 
Project  Cost 
Vehicle  Maintenance 
Work  Order 

•  Payroll  and  Personnel: 
Payroll 

Personnel/Human  Resources 

•  Collections  and  Billing: 

Tax  Billing/Collection 
Utilities 

Business  Licenses 
Animal  Licenses 
Occupational  Licenses 
Accounts  Receivable 
Centralized  Cash  Receipts 

•  Public  Safety: 

Police  Records 
Traffic  Records 
Jail  Management 
NCIC  Interface 
Courts 

Parking  Tickets 
Computer-Aided  Dispatch 
Fire  Management 
Fire  Incident  Reporting 
Fire  Inspections 

•  Records  Management: 

Voter  Registration 
Jury  Selection 
Census 

Building  Permits 
Cemetery  Management 
Land  Use  Data  Base 

NCC  also  offers  the  Utility  Information  Management  System  as  an 
application  software  product  for  IBM  and  compatible  mainframes. 
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•  The  system  includes  applications  for  customer  information, 
customer  billing,  financial  management,  payroll,  materials 
inventory,  meter  reading,  capital  credits,  and  job  cost 
accounting. 

On-line  computing  services  are  available  to  clients  via  terrestrial 
and  satellite  communications.  NCC  offers  systems  operations 
(facilities  management)  and  distributed  processing  from  its  data 
center  in  Charlotte.  Applications  supported  include  utility  billing 
and  some  financial  applications.  NCC  also  sells  computer  time  to 
certain  manufacturers  and  information  services  companies. 

NCC  also  offers  access  to  various  third-party  applications, 
including: 

•  Itron  Electronic  Meter  Reading 

•  Office  automation  and  decision  support  systems 

•  On-line  query  and  ad  hoc  reporting  systems 

•  Maintenance  management  systems 

•  Geographic  information  systems  and  mapping 

•  Computer-assisted  dispatch 

Support  services  provided  by  NCC  include  presite  and  conversion 
planning,  implementation  services,  customization,  installation, 
ongoing  training,  telephone  assistance,  software  updates,  and 
system  management  consulting. 


Industry  Markets      NCC's  revenue  is  derived  primarily  from  products  and  services 

provided  to  local  governments  and  municipal  utilities.  A  small 
percent  of  revenue  is  derived  from  processing  provided  to 
manufacturing  and  information  services  companies. 

NCC  clients  include  various  city  and  county  governments,  electric 
membership  cooperatives,  and  various  single  and  multi-service 
utilities,  including  electric,  gas,  water,  sewer,  and  refuse. 

Integrated  system  clients  include  the  City  of  Fort  Atkinson  (WI), 
Frederick  County  Sanitation  Authority  (Winchester,  VA),  Village 
of  Elm  Grove  (WI),  Gaffney  Board  of  Public  Works  (SC),  City  of 
Rocky  Mount  (NC),  City  of  San  Marcos  (TX),  City  of  Franklin 
(VA),  City  of  Williamsburg  (VA),  and  Fort  Pierce  Utility 
Authority  (FL). 


Geographic  The  majority  of  NCC's  revenue  is  derived  from  the  U.S.  The 

Markets  company  does  have  a  few  international  clients. 
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Computer  NCC's  computer  center  in  Charlotte  has  the  following  computers 

Hardware  installed: 

.  1  Amdahl  5860,  OS/MVS 

•  1  DEC  Micro  VAX  3600 

•  1  Data  General  MV  15000 

•  20  IBM  PC/XT/ ATs,  DOS 
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PACIFIC  WESTERN  Gene  Blakeslee,  Acting  President 

INFORMATION  SYSTEMS  Subsidiary  of  Pacific  Western  Bancshares 

1 245  South  Winchester  Boulevard  Total  Employees:  24 

Suite  303  Total  Revenue,  Fiscal  Year  End 

San  Jose,  CA  95128  12/31/88:  $3,200,000 

(408)  246-4762 


The  Company         Pacific  Western  Information  Systems,  founded  in  1980,  develops, 

markets,  and  supports  application  software  products  and  turnkey 
systems  for  state  and  local  governments.  Pacific  Western 
Information  Systems  is  a  value-added  reseller  for  Prime,  Unisys, 
and  IBM  RT  and  PS/2  model  80  computers. 

Pacific  Western  Information  Systems'  1988  revenue  reached  $3.2 
million,  a  7%  increase  over  1987  revenue  of  $3  million.  A  five- 
year  revenue  summary  follows: 

PACIFIC  WESTERN  INFORMATION  SYSTEMS 
FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1988 

1987 

1986 

1985 

1984 

Revenue 

$3.2 

$3.0 

$2.8 

$2.7 

$1.5 

•   Percent  increase 

from  previous  year 

7% 

7% 

4% 

80% 

N/A 

The  company  projects  that  1989  revenue  will  be  $3.5  million. 


Key  Products  and  Approximately  75%  of  Pacific  Western  Information  Systems'  1988 
Services  revenue  was  derived  from  application  software  products  (40%) 

and  associated  maintenance  services  (35%).  The  remaining  25% 
of  revenue  was  derived  from  computer  system  sales. 

Pacific  Western  Information  Systems  currently  offers  two 
application  software  packages  to  state  and  local  government.  The 
products  are  available  for  Prime  50  Series  and  EXL  systems; 
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Unisys  5000,  6000,  and  7000  systems;  HP  8000  and  9000  systems; 
IBM  RTs  and  PS/2  70s  and  80s;  and  AT&T  3B  Series 
microcomputers 

•  CompuTrust™  is  an  integrated  trust  accounting  and  case 
management  system  designed  for  public  guardians, 
conservators,  trustees,  and  estate  administrators.  There  are 
currently  40  CompuTrust  installations. 

•  CME™  is  an  information  and  case  management  system  for 
coroners  and  medical  examiners.  There  are  currently  six 
installations  of  CME. 


Industry  Markets      One  hundred  percent  of  Pacific  Western  Information  Systems' 

revenue  is  derived  from  state/county/local  government. 


Geographic  Approximately  95%  of  1988  revenue  was  derived  from  the  U.S. 

Markets  and  5%  from  Canada. 

CompuTrust  is  installed  in  counties  in  California,  Arizona,  New 
York,  New  Jersey,  Wisconsin,  Nevada,  lUinois,  and  Alberta 
(Canada). 

Offices  are  located  in  San  Jose  and  Los  Angeles. 
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SYSTEMS  &  COMPUTER 
TECHNOLOGY  CORPORATION 

Great  Valley  Corporate  Center 
4  Country  View  Road 
Malvern,  PA  19355 
(215)  647-5930 


Michael  J.  Emmi,  Chairman  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  729  (9/88) 
Total  Revenue,  Fiscal  Year  End 
9/30/88:  $37,594,000 


The  Company  Systems  &  Computer  Technology  Corporation  (SCT),  founded  in 

1968,  provides  application  software  products  and  systems 
integration  professional  services,  including  custom  software 
development,  telecommunication  consulting,  information 
resources,  and  facilities  management,  to  government  agencies  and 
educational  institutions. 

Fiscal  1988  revenue  was  $37.6  million,  an  11%  decrease  from 
fiscal  1987  revenue  of  $42  million.  Net  losses  for  the  year  were 
$3.5  million,  compared  with  net  income  of  $100,000  for  fiscal  1987. 
A  five-year  financial  summary  follows: 


February  1989 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


Page  1  of  9 


SYSTEMS  &  COMPUTER  TECHNOLOGY  CORPORATION 


INPUT 


SYSTEMS  &  COMPUTER  TECHNOLOGY  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/88 

9/87 

9/86 

9/85 

9/84 

Revenue 

•   Percent  increase 
(decrease)  from 
previous  year 

(11%) 

(a) 
1% 

04  1  ,0^0 

(12%) 

^J>4/  ,ODC5 

2% 

3»^D,H  1  1 

10% 

Income  (loss)  before 
taxes 

•   Percent  increase 
(decrease)  from 
previous  year 

(128%) 

94% 

(b) 
* 

(104%) 

$7,450 
(46%) 

Net  income  (loss) 
•   Percent  increase 
(decrease)  from 
previous  year 

$(3,480) 
* 

$100 
101% 

$(14,810) 
* 

$456 
(90%) 

$4,441 
(38%) 

Earnings  (loss) 
per  share 

•   Percent  increase 
(decrease)  from 
previous  year 

$(0.26) 
* 

$0.01 
101% 

$(1.08) 
* 

$0.03 
(91%) 

$0.33 
(39%) 

*      Percent  change  exceeds  1,000% 

(a)  Includes  $4.9  million  (less  a$1  million  reserve),  as  a  settlement  of  an  insurance  claim  with 
former  company  officers.. 

(b)  Includes  a  $15.4  million  provision  for  the  settlement  of  the  class  action  and  other  litigation  and 
related  expenses. 


SCT  management  attributes  the  company's  financial  results  to  the 
following: 

•  Excluding  interest,  other  income,  and  the  $3.9  million  net 
insurance  settlement  recorded  in  fiscal  1987,  operating  revenue 
in  fiscal  1988  decreased  1%  from  fiscal  1987,  and  fiscal  1987 
decreased  6.6%  from  fiscal  1986.  These  decreases  are  mainly 
the  result  of  phase-outs  of  certain  Information  Resource 
Management  contracts  during  the  past  two  fiscal  years. 

•  Software  license  and  commission  revenues  from  third-party 
software  vendors  increased  119%  from  fiscal  1987  to  fiscal  1988 
and  86%  from  fiscal  1986  to  fiscal  1987.  Since  1985,  SCT  has 
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invested  $8.9  million  in  research  and  development  expenditures 
for  its  software  products.  During  fiscal  1988  new  applications 
were  introduced  to  expand  its  BANNER  Series  product  line. 

•  Net  losses  in  fiscal  1988  were  the  result  of  lower  revenues 
combined  with  continuing  investments  in  product  development 
($3.1  million  in  fiscal  1988).  Payroll  costs  were  reduced  in  fiscal 
1988  as  the  result  of  contract  phasebacks  and  reductions  in 
work  force. 

Revenue  for  the  three  months  ending  December  31,  1988  was 
$11.5  million  and  includes  a  net  gain  of  approximately  $1.9  million 
from  the  settlement  of  litigation  with  former  officers  of  the 
company. 

•  Excluding  this  gain,  first  quarter  revenue  was  $9.7  million  -- 
essentially  flat  as  compared  to  the  same  quarter  a  year  ago  -- 
and  earnings  before  taxes  were  $317,000,  an  improvement  of 
$903,000  from  losses  of  $586,000  for  the  same  period  in  1987. 

•  Net  income  for  the  period  reached  nearly  $2.2  million  and 
includes  $870,000  from  utilization  of  available  net  operating 
loss  carryforwards. 

SCT  is  currently  organized  into  two  operating  divisions  as  follows: 

•  The  Information  Resource  Management  (IRM)  division 
provides  systems  integration  services,  including  management 
and  staffing  operations  for  the  information  resources 
(computing,  office  automation,  telecommunications)  of 
educational  institutions  and  governments.  This  division  also 
includes  SCT's  custom  software  development  and  technical 
consulting  services. 

•  The  Software  and  Technology  Services  division  incorporates 
SCT's  packaged  application  software  products  and 
telecommunications  consulting  services  for  education  and 
government. 

Recent  marketing  agreements  announced  by  SCT  include  the 
following: 

•  In  March  1988,  SCT  signed  as  a  systems  integrator  for  the 
government  and  education  markets  with  Hewlett-Packard.  As 
an  HP  systems  integrator,  SCT  will  combine  HP  hardware  and 
software  with  its  custom  programming  services,  market 
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expertise,  and  facilities  management  capabilites  to  create 
complete  systems  for  state  and  local  governments,  schools,  and 
other  institutions. 

•  In  November  1988,  SCT  announced  it  had  signed  a  two-year 
joint  marketing  agreement  with  Sequent  Computer  Systems  to 
offer  SCTs  BANNER™  Series  software  on  Sequent's 
Symmetry  computers. 

As  of  September  30,  1988,  SCT  employed  729  persons.  As  Of 
December  1988,  SCT  had  707  employees. 

Current  SCT  competitors,  by  product/service  area,  include: 

•  Professional  services:  Planning  Research  Corporation, 
Computer  Sciences  Corporation,  Electronic  Data  Systems,  and 
in-house  data  processing  departments. 

•  Software  products:  American  Management  Systems, 
Management  Science  America,  and  Integral  Systems,  Inc. 


Key  Products  and  Approximately  84%  of  SCT's  fiscal  1988  revenue  was  derived  from 
Services  professional  services  and  12%  was  from  application  software 

product  licenses  and  commissions.  The  remaining  4%  was  from 
interest  and  other  sources.  A  three-year  source  of  revenue 
summary,  as  provided  by  SCT,  follows: 
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SYSTEMS  &  COMPUTER  TECHNOLOGY  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

9/88 

9/87 

9/86 

ITEM 

ntVcNUc 

$ 

rhnUhN 1 
OF  TOTAL 

ntVcNUt 

$ 

rtnOtIN  1 
OF  TOTAL 

ntV  cINUt 

$ 

r  trSOtIN  1 
OF  TOTAL 

Professional  services 

$31.4 

84% 

$34.2 

81% 

$37.8 

91% 

Software  license  fees 

1.8 

4% 

1.1 

3% 

2.3 

5% 

Commissions 

0.8 

2% 

0.2 

1% 

Insurance  settlement 

3.9 

9% 

interest,  primarily  on 
stiort-term  investments 

1.6 

4% 

1.6 

4% 

2.7 

6% 

Othier  revenues 

0.3 

1% 

TOTAL 

$37.6 

100% 

$42.0 

100% 

$41.6 

100% 

SCT  provides  a  range  of  professional  services  to  educational 
institutions  and  local  governments. 

•  Under  Information  Resource  Management  (IRM)  contracts, 
SCT  provides  planning,  management,  staffing,  and  operating 
capabilities  for  its  clients'  information  resources--the  data 
processing  center,  management  information  systems,  office 
automation  systems,  and  telecommunications  systems. 

•  SCT  personnel  are  located  at  a  client's  site  to  manage  and/or 
staff  any  combination  of  these  functions.  Responsibilities  can 
include  data  center  operations,  administrative  systems 
development,  budgeting  control,  long-term  planning,  user 
liaisons,  training,  hardware  procurement,  technical  and 
operations  support,  data  center  design  and  implementation,  and 
integrated  communications  services. 

•  IRM  contracts  typically  cover  a  three-to-five-year  period,  with 
an  option  to  renew.  As  of  September  30,  1988,  SCT  had  36 
long-term  contracts  in  effect  for  management  and  staffing 
services. 
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•  Some  of  the  highlights  of  SCT's  IRM  business  in  fiscal  1988 
include  the  following: 

-  During  fiscal  1988,  four  new  long-term  clients  for  IRM 
services  were  added.  In  addition,  eight  of  the  eleven  services 
clients  scheduled  for  renewal  in  1988  signed  new  contracts 
with  SCT  --  a  73%  renewal  rate. 

-  The  City  of  Ft.  Wayne  (IN)  signed  a  six-year  contract  for 
SCT  to  manage  and  staff  the  City's  data  processing  and 
telecommunications  functions. 

-  Byron  Health  Center  contracted  with  SCT  for  a  needs 
assessment,  master  plan,  and  user  liaison/support.  SCT  will 
be  evaluating  the  Center's  administrative  information 
requirements,  preparing  an  information  system  master  plan, 
and  helping  the  Center  select,  implement,  and  support  a  new 
administrative  system. 

-  Dowling  College,  located  in  Oakdale  (NY),  signed  a  seven- 
year  contract  for  the  staffing  and  management  of  the 
college's  computing  facilities  and  other  information  systems. 
Dowling  College  is  also  an  SCT  software  client. 

-  Kent  County  (DE)  signed  a  five-year  contract  for  SCT  to 
develop  a  long-range  computing  master  plan,  provide 
systems  analysis  and  programming  resources  to  support  new 
system  development,  improve  computer  literacy  and  training 
for  County  employees,  and  manage  the  day-to-day 
operations  of  the  County's  computer  center. 

-  The  following  clients  renewed  their  on-site  services 
agreements  during  fiscal  1988:  Delaware  County 
Community  College  (PA),  Cuyahoga  Community  College 
(Cleveland,  OH),  San  Diego  Community  College  District, 
New  Jersey  Institute  of  Technology,  Puerto  Rico 
Department  of  Health,  Northampton  County  (PA),  Lake 
County  (IN),  and  the  City  of  San  Juan  (PR)  Municipal 
Hospital. 

•  SCT  also  provides  custom  applications  software  development 
services  for  government  and  education.  An  on-site 
development  team  assumes  full  responsibility  for  the  software 
development  project,  including  the  feasibility  study,  design, 
coding,  testing,  and  implementation,  using  tested 
methodologies  for  project  management,  software  engineering, 
and  quality  assurance,  such  as  automated  project  control, 
structured  techniques,  and  process  check  points. 
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•  In  the  area  of  systems  integration  services  for  court  systems, 
SCT  is  supporting  the  10th  Judicial  Circuit  Criminal  Justice 
Board  of  Florida  and  has  provided  consulting  and  design 
services  for  Florida's  8th  and  20th  Judicial  Circuits. 

SCT  provides  packaged  software  and  telecommunications 
planning  and  implementation  to  higher  education  and  government 
through  the  Software  and  Technology  Services  division.  SCT's 
application  software  products  automate  the  administrative 
functions  of  education  and  government  to  help  control  costs, 
increase  productivity  and  improve  the  quality  of  services,  and  to 
provide  decision  support  information  for  executives  and 
administrators. 

•  The  BANNER™  Series,  introduced  in  September  1987,  is 
designed  for  colleges,  universities,  and  government 
jurisdictions.  The  product  runs  on  DEC  VAX  and  IBM 
mainframe  computers,  using  the  ORACLE^  relational  data 
base  management  system  and  SQL.  The  software  ranges  in 
price  from  $30,000  to  $250,000. 

-  The  BANNER  Student  System  for  higher  education  provides 
a  range  of  administrative  functions,  from  recruiting  and 
registration,  to  class  schedules,  records,  and  billing. 

-  The  BANNER  Finance  System  for  higher  education  and 
government,  released  in  the  first  quarter  of  fiscal  1989, 
provides  financial  data  and  management  information  in  the 
areas  of  fund  accounting,  accounts  payable,  cost  accounting, 
purchasing,  and  budgeting. 

-  The  BANNER  Alumni/Donor  Development  System, 
introduced  in  the  fourth  quarter  of  fiscal  1988,  provides 
administrative  support  for  fund-raising  and  development 
programs  for  colleges  and  universities. 

-  A  BANNER  Human  Resources  System  for  education  and 
government  is  currently  under  development. 

•  The  SYMMETRY™  Series,  introduced  in  February  1987, 
addresses  the  student,  financial,  human  resource,  and  alumni 
administrative  information  needs  of  higher  education,  and  the 
financial  and  human  resource  information  requirements  of 
government  jurisdictions. 
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-  The  products  operate  in  the  IBM  mainframe  environment, 
using  the  SUPRA™  relational  data  base  management 
system  from  Cincom  Systems  and  range  in  price  from 
$45,000  to  $150,000. 

-  SYMMETRY-ISIS,  the  Integrated  Student  Information 
System,  covers  such  administrative  functions  as  registration, 
course  catalog,  class  schedules,  and  student  billing. 

-  SYMMETRY-IFIS,  the  Integrated  Financial  Information 
System,  includes  financial  operations,  accounts  payable,  and 
budgeting. 

-  SYMMETRY-HRIS,  the  Human  Resources  Information 
System,  maintains  personnel,  time  sheet,  and  payroll 
information  for  employees  as  well  as  job  classification, 
budget,  and  control  information  for  human  resources 
management. 

-  SYMMETRY-ADD,  the  Alumni  &  Donor  Development 
System,  maintains  a  data  base  of  alumni,  corporations, 
foundations,  donors,  prospects,  and  other  fund-raising 
sources  and  allows  the  user  to  create  targeted  mailings  to 
prospects  based  on  giving  history,  affihations,  and  personal 
interest. 

•  The  4D  Series  of  software  products  for  higher  education 
institutions  run  on  IBM  and  compatible  mainframes  using 
Cullinet's  IDMS/R  relational  data  base  management  system. 

-  In  May  1988,  SCT  announced  ISIS  (Integrated  Student 
Information  System)-4D  which  tracks  a  range  of  integrated 
applicant  and  student  administrative  functions,  such  as 
recruiting,  admissions,  academic  history  and  transcript 
processing,  registration,  catalog  and  course  scheduling,  grade 
reporting,  financial  aid,  fee  assessment  and  collection, 
student  housing,  and  faculty  assignments.  ISIS-4D  is 
installed  at  six  universities,  including  five  that  assisted 

SCT  in  the  development  of  the  system. 

-  SCT  is  currently  developing  FIMS-4D,  a  financial 
information  management  system. 

•  SCT  provides  additional  administrative  information  systems  as 
follows: 

-  A  student  information  system  under  the  ADABAS  data 
management  system. 
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Honeywell  DM-IV  administrative  information  systems  for 
higher  education  and  government. 

A  Civil  Court  Information  System. 

A  Criminal  Court  Information  System. 

Licenses  for  SCT's  microcomputer-based  application 
software  products  increased  107%  during  fiscal  1988.  The 
products,  which  attracted  more  than  30  new  clients  during 
the  year,  include  the  following: 

PCES™  is  a  student  information  system  for  smaller 
colleges,  universities,  and  private  career  schools. 

PELL+  is  a  system  that  enables  educational  institutions 
to  access  and  exchange  data  with  the  U.S.  Department  of 
Education's  computerized  Pell  Grant  Electronic  Data 
Exchange  Program  for  financial  aid  processing. 


Industry  Markets 


Approximately  60%  of  SCT's  fiscal  1988  revenue  was  derived  from 
educational  institutions,  and  40%  was  from  government. 

The  markets  for  SCT's  products  and  services  include: 

•  Colleges,  universities,  and  other  educational  institutions, 
including  proprietary  schools. 

•  State  and  local  government,  the  federal  government,  and 
federal  agencies. 

•  Educational,  trade,  and  business  associations. 


Geographic 
Markets 


One  hundred  percent  of  SCT's  fiscal  1988  revenue  was  derived 
from  the  U.S.  and  Puerto  Rico. 


SCT  maintains  regional  offices  in  Irvine  (CA),  Rockville  (MD), 
and  Hato  Rey  (Puerto  Rico). 


Computer 
Hardware 


SCT  maintains  an  IBM  4381  Model  2  mainframe  and  a  DEC 
Micro  VAX  at  its  headquarters  for  software  research  and 
development. 
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TELOS  CORPORATION  Lin  Conger,  Chairman 

3420  Ocean  Parl<  Boulevard  Howard  H.  Metcalfe,  President  and  CEO 

Santa  Monica,  OA  90405  Public  Corporation,  OTC 

(213)450-2424  Total  Employees:  1,600  (3/88) 

Total  Revenue,  Fiscal  Year  End 
3/31/88:  $100,801,000 
Information  Services  Revenue: 
$80,250,000 


The  Company  Telos  Corporation  was  founded  in  1969  as  Telos  Computing,  Inc. 

Professional  services  provided  by  the  company  include  the  design, 
development,  and  support  of  software  on  a  project  and/or 
consulting  basis  for  defense  and  space  systems  and  commercial 
applications.  Telos  also  provides  computer  and  peripheral 
hardware  maintenance  services  (primarily  at  U.S.  government 
installations),  operates  a  computer  depot  repair  facility,  and  sells 
computer  equipment  and  related  engineering  services. 

Fiscal  1988  revenue  reached  $100.8  million,  a  23%  increase  over 
fiscal  1987  revenue  of  $81.7  million.  Net  income  rose  32%,  from 
$2.8  million  in  fiscal  1987  to  over  $3.7  million  in  fiscal  1988.  A 
five-year  financial  summary  follows: 
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TELOS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/88 

3/87  (a) 

3/86 

3/85 

3/84 

Revenue 

•   Percent  increase 
from  previous  year 

$100,801 
23% 

$81,719 
18% 

$69,222 
26% 

$54,836 
49% 

$36,745 

28% 

Income  from  continuing 
operations  before  taxes 
•   Percent  increase 
from  previous  year 

$6,133 
12% 

$5,498 
81% 

$3,033 
27% 

$2,384 
108% 

$1,148 
52% 

Net  income  (b) 

•   Percent  increase 
(decrease)  from 
previous  year 

$3,735 
32% 

$2,828 
163% 

$1,077 
(3%) 

$1,111 
467% 

$196 
20% 

Earnings  per  share  (b) 
•   Percent  increase 
(decrease)  from 
previous  year 

$0.98 
29% 

$0.76 
111% 

$0.36 
(14%) 

$0.42 
425% 

$0.08 
14% 

(a)  Financials  for  fiscal  1987  have  been  restated  to  reflect  the  the  pooling-of-interests  acquisition  of 
DMA,  Inc.  in  October  1987.  Periods  prior  to  1987  have  not  been  restated  since  operations  of 
DMA  were  not  material. 

(b)  Includes  net  income  (loss) /earnings  (loss)  per  share  of  $89, 000/$0. 02,  $66, 000/$0. 02, 
($465,000)/($0.16),  ($150,000)/($0.06),  and  ($437,000)/($0.17)  for  fiscal  1988,  1987,  1986. 
1985,  and  1984,  respectively,  from  Telos'  discontinued  microcomputer  software  products 
operations. 


Revenue  for  the  six  months  ending  September  30,  1988  reached 
$56.3  million,  an  18%  increase  over  $47.6  million  for  the  same 
period  in  1987.  Net  income  for  the  period  declined  15%,  from 
$2.2  million  to  $1.9  million. 

Acquisitions/divestitures  made  by  Telos  include  the  following: 

•   In  October  1988,  Telos  completed  the  acquisition  of 
Telecommunication  Science  Associates,  Inc.  (TCS)  for  an 
undisclosed  sum  of  cash. 

-  Founded  in  1977,  TCS  performs  communications 

engineering  services,  mainly  for  the  U.S.  Navy  in  San  Diego. 
TCS'  revenue  for  its  fiscal  year  ending  April  30,  1988  was 
approximately  $3  million. 
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-  TCS  now  operates  as  a  wholly  owned  subsidiary  of  Telos 
within  the  Consulting  Services  division. 

•  In  October  1987,  Telos  acquired  DMA,  Inc.  of  Amery  (WI)  for 
198,315  shares  of  Telos  common  stock  in  a  pooling-of-interests 
transaction. 

-  DMA  operates  a  depot  repair  facility  for  computer  hardware 
and  sells  computer  equipment  and  related  engineering 
services.  DMA  had  revenue  of  approximately  $2.9  million  at 
the  time  of  the  acquisition. 

-  DMA,  which  contributed  approximately  $2.8  million  to 
Telos'  fiscal  1988  revenue,  now  operates  as  a  wholly  owned 
subsidiary  of  Telos  within  the  Hardware  Services  segment. 

•  In  June  1987,  Telos  sold  a  majority  of  the  assets  of  its 
microcomputer  software  products  business  to  Marvelin 
Corporation  for  $60,000. 

-  Telos  began  offering  microcomputer  software  products 
during  fiscal  1983.  The  company  discontinued  this  business 
segment  effective  March  31,  1986. 

-  Revenues  from  this  segment  were  $62,827,  $371,461,  and 
$470,924  for  fiscal  1988,  1987,  and  1986,  respectively. 

Telos  is  divided  into  two  business  segments  as  follows: 

•  The  Software  Services  segment  provides  a  range  of  professional 
services  through  the  following  operating  divisions: 

-  The  Federal  Systems  division  provides  software  design, 
development,  and  support  services  primarily  for  U.S.  defense 
programs.  This  division  contributed  approximately  32% 
($32.2  million)  to  Telos'  fiscal  1988  revenue. 

-  The  Aerospace  Systems  division  offers  services  related  to  the 
development  of  software  systems  that  control,  track,  and 
monitor  space  vehicles.  This  division  contributed 
approximately  14%  ($14.0  million)  to  Telos'  fiscal  1988 
revenue. 

-  The  Consulting  Services  division  provides  computer  software 
engineers,  systems  analysts,  and  programmers  on  a  contract 
basis  to  its  clients.  This  division  contributed  approximately 
33%  ($32.7  million)  to  Telos'  fiscal  1988  revenue. 
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-  The  Systems  Development  division  provides  custom  software 
development  services  and  performs  study  projects,  primarily 
to  non-government  clients  to  enhance  Telos'  credentials  for 
capturing  larger  opportunities  and  the  launching  of  new 
divisional  businesses.  This  division  contributed  1%  to  Telos' 
fiscal  1988  revenue. 

•  The  Hardware  Services  segment  is  organized  into  two  units  as 
follows: 

-  The  Field  Engineering  division  provides  third-party 
hardware  maintenance  services.  This  division  contributed 
approximately  17%  ($17.8  million)  to  Telos'  fiscal  1988 
revenue. 

-  DMA,  Inc.  provides  depot  repair  services,  resells  hardware, 
and  sells  custom-made  equipment.  This  subsidiary 
contributed  approximately  3%  ($2.8  million)  to  Telos'  fiscal 
1988  revenue. 

•  A  three-year  financial  summary  by  business  segment  follows: 

TELOS  CORPORATION 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


FISCAL  YEAR 

3/88 

3/87 

3/86 

ITEM 

$ 

PERCENT 
OF  TOTAL 

$ 

PERCENT 
OF  TOTAL 

$ 

PERCENT 
OF  TOTAL 

Revenue 

•  Software  Services 

•  Hardware  Services 

$80,250 
20,551 
5100,801 

80% 
20% 
100% 

$67,649 
14,070 
$81,719 

83% 
17% 
100% 

$60,662 
8,560 
$69,222 

88% 
12% 
100% 

Operating  profit  from 
continuing  operations 

•  Software  Services 

•  Hardware  Services 

$3,404 
2,787 
$6,191 

55% 
45% 
100% 

$2,682 
2,832 
$5,514 

49% 
51% 
100% 

$1,844 
1,645 
$3,489 

53% 
47% 
100% 
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As  of  March  1988,  Telos  had  approximately  1,600  employees, 
segmented  as  follows: 

Marketing/sales  22 
Professional  and  technical  1,525 
Computer  operations  3 
General  and  adminstrative  50 

1,600 

There  are  currently  over  1,700  employees. 

Major  competitors  in  the  professional  services  area  include 
Computer  Sciences  Corporation,  Mini-Systems,  BDM,  Logicon, 
TRW,  Planning  Research,  Computer  Horizons,  and  Unisys.  The 
company  also  competes  with  numerous  vendors  in  the  area  of 
hardware  maintenance,  including  IBM,  DEC,  Control  Data,  and 
Atlantic  Bell. 


Key  Products  and  Approximately  80%  of  Telos'  fiscal  1988  revenue  was  derived  from 
Services  its  various  professional  services  activities.  The  remaining  20%  was 

derived  from  hardware  maintenance  and  related  services. 

The  Federal  Systems  division,  which  contributed  32%  to  Telos' 
fiscal  1988  revenue,  supports  the  U.S.  Army  under  prime  contracts 
and  subcontracts  involving  the  development  and  maintenance  of 
automated  battlefield  systems. 

•  Telos  provides  software  services  to  the  U.S.  Army  for  field 
artillery  and  tactical  communications  systems  under  the  U.S. 
Army's  Life  Cycle  Software  Engineering  (LCSE)  program. 
Telos  provides  services  to  the  Army  at  its  LCSE  centers  for  fire 
support  at  Fort  Sill  and  Lawton  (OK)  and  tactical 
communications  at  Fort  Monmouth  (NJ). 

•  Currently,  Telos  has  approximately  500  staff  members 
conducting  LCSE-related  services  for  the  Army. 

•  Fort  Sill  contracts  generated  approximately  $16.9  million  in 
revenue  during  fiscal  1988.  Fort  Monmouth  contracts 
generated  about  $12.1  million  during  fiscal  1988. 

The  Aerospace  Systems  division,  which  contributed  14%  to  total 
revenue  in  fiscal  1988,  develops  software  systems  that  control, 
track,  and  monitor  space  vehicles,  including  deep  space  probes 
and  earth  orbital  satellites.  Telos  has  been  providing  these 
services  since  1975. 
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•  Activities  have  included  software  engineering  and  development 
for  telemetry  processing,  orbit  determination,  satellite  path 
calculation,  spacecraft  command  and  control,  monitoring  of 
spacecraft  health  and  status,  scientific  instrument  data 
processing,  spacecraft  testing,  satellite  communications,  and 
spacecraft  simulation. 

•  Most  of  Telos'  space  systems  work  has  been  performed  for  the 
Jet  Propulsion  Laboratory  (JPL),  a  U.S.  NASA  center  operated 
by  the  California  Institute  of  Technology  in  Pasadena  (CA). 

The  Consulting  Services  division,  which  contributed  33%  to  Telos' 
fiscal  1988  revenue,  provides  software  engineers,  systems  analysts, 
and  programmers  on  a  contract  basis  to  its  clients. 

•  Services  provided  include  concept  formulation,  design, 
specification,  development,  testing,  documentation,  and 
maintenance. 

•  Telos  provides  these  services  to  more  than  200  different  clients 
from  14  regional  offices  located  throughout  California  and  in 
Boston,  Colorado  Springs,  Houston,  Huntsville,  Phoenix, 
Seattle,  and  Washington,  D.C. 

•  During  fiscal  1988,  military-aerospace  work  represented  74% 
and  commercial  work  represented  about  26%  of  Telos' 
Consulting  Services  revenue. 

-  In  the  area  of  military-aerospace  work,  Telos  has  provided 
personnel  to  large  defense  aerospace  contractors  to  assist  in 
their  development  of  defense  systems  for  electronic  warfare, 
air  defense,  secure  communications,  tactical  systems, 
weapons  control,  intelligence,  air  surveillance,  satellite-borne 
payloads,  missile  systems,  navigation,  simulation,  signal 
processing,  anti-submarine  warfare,  and  message  processing. 
Clients  include  Boeing,  Hughes,  Lockheed,  and  McDonnell 
Douglas. 

-  Among  its  commercial  activities  in  this  area,  Telos  has 
supplied  programmers  to  the  City  and  County  of  Sacramento 
(CA)  since  February  1981  to  assist  in  the  development  of 
criminal  justice  information  systems,  financial  management 
systems,  and  data  base  management  systems.  Telos  has 
provided  personnel  to  the  State  of  California  to  assist  in  its 
development  of  software  systems  for  rehabilitation,  public 
employee  retirement,  and  housing  systems.  Telos  has  also 
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provided  personnel  for  programs  for  Los  Angeles  County  for 
the  County  Assessor's  office,  the  Urban  Renewal  office,  and 
County  hospitals. 

-  Short-term  services  provided  to  JPL  accounted  for  about  7% 
of  Telos'  fiscal  1988  Consulting  Services  revenue. 

During  fiscal  1988,  Telos'  Systems  Development  division  was 
involved  primarily  in  two  projects  as  follows: 

•  Telos  has  developed  connectivity  software  between  Apple 
Macintosh  and  DEC  VAX  systems. 

•  In  September  1987,  Telos  was  awarded  a  contract  from  JPL  to 
provide  systems  integration,  software  maintenance,  and 
administrative  support  services  at  the  U.S.  Army's  and  Air 
Force's  Joint  Tactical  Fusion  Program  Management  Office  in 
McLean  (VA).  Telos  plans  to  combine  this  contract  with 
similar  new  business  to  form  a  new  division.  Information 
Systems,  to  provide  office  automation  services  primarily  for 
civilian  federal  agencies. 

Through  the  Hardware  Services  segment,  Telos  provides  third- 
party  hardware  and  peripheral  maintenance  services,  primarily  at 
U.S.  government  installations,  and  depot  repair  and  resale  of 
hardware  and  associated  custom  engineering. 

•  Maintenance  services  are  provided  at  approximately  80 
locations  under  more  than  450  contracts  in  36  states  and  the 
District  of  Columbia. 

•  As  of  March  31,  1988,  Telos  employed  approximately  218 
technicians  in  this  segment. 

•  During  fiscal  1988,  Telos  was  awarded  a  $11.7  million  contract 
from  the  Defense  Logisitics  Agency  in  Washington,  D.C.  and 
opened  twelve  sites  to  support  the  contract. 

•  Other  customers  include  the  Federal  Aviation  Adiminstration, 
Postal  Service,  Department  of  Treasury,  Walter  Reed  Army 
Medical  Center,  Bethesda  Naval  Hospital,  Department  of 
Transportation,  Social  Security  Administration,  Naval 
Oceanographic  Center,  International  Trade  Commission,  and 
National  Institutes  of  Health. 
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Industry  Markets      Approximately  87%  of  Telos'  fiscal  1988  revenue  was  derived  from 

the  U.S.  government,  primarily  agencies  of  the  Department  of 
Defense,  and  subcontracts  with  government  prime  contractors. 
The  remaining  13%  of  revenue  was  derived  from  state  and  local 
government  and  commercial  clients. 

During  fiscal  1988,  agencies  of  the  U.S.  Army  contributed  35%  to 
revenue  and  Jet  Propulsion  Laboratory  contracts  contributed 
nearly  22%  to  revenue.  No  other  client  accounted  for  more  than 
4%  of  revenue. 


Geographic  One  hundred  percent  of  Telos'  fiscal  1988  revenue  was  derived 

Markets  from  U.S.  clients. 

Telos  has  locations  in  37  states  and  the  District  of  Columbia. 


Computer  Telos  has  the  following  computers  installed  at  its  Santa  Monica 

Hardware  and  headquarters: 

Software 

.   1  DEC  Micro  VAX  II,  VMS. 

•  1  Perkin-Elmer  3254,  OS/32. 

•  Approximately  50  Apple  and  IBM  microcomputers. 
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AMERICAN  SOFTWARE,  INC. 

470  East  Paces  Ferry  Road,  N.E. 
Atlanta,  GA  30305 
(404)  261-4381 


Thomas  L.  Newberry,  Chairman 
James  C.  Edenfield,  President 
Public  Corporation,  OTC 
Total  Employees:  404 
Total  Revenue,  Fiscal  Year  End 
4/30/88:  $54,187,000 


The  Company  American  Software,  Inc.,  founded  in  1970,  develops,  markets,  and 

supports  business  application  software  products  for  IBM 
mainframes,  minicomputers,  and  microcomputers  to  clients  in  a 
range  of  industries,  including  manufacturing,  distribution,  utilities, 
banking  and  finance,  health  care,  education,  government,  and 
telecommunications.  The  company's  product  line  offers  integrated 
materials  management  and  financial  control  systems,  including 
forecasting,  distribution  and  inventory  management,  purchasing 
and  materials  control,  manufacturing  resource  planning,  and 
financial  applications.  American  Software  also  provides  a  range  of 
professional  services  through  its  Professional  Services  Division. 

The  company's  strategy  has  been  to  create  an  integrated  line  of 
standard  application  software  products  designed  to  be  used  either 
singly  or  in  combination  to  meet  unique  customer  requirements. 
To  help  further  increase  its  market  share  in  certain  vertical 
markets  (manufacturing,  distribution,  utilities,  health  care,  and 
banking),  American  Software  has  expanded  its  basic  software  to 
support  specific  industry  functions. 

Fiscal  1988  revenue  reached  $54.2  million,  a  16%  increase  over 
fiscal  1987  revenue  of  $46.7  million.  Net  income  increased  17%, 
from  $8.8  million  in  fiscal  1987  to  over  $10.3  million  in  fiscal  1988. 
A  five-year  financial  summary  follows: 

IJ/^F/l'C/vH  5orri4/Me  fnc. 
^)A')f<  comrm  system; 
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AMERICAN  SOFTWARE,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

4/88 

4/87 

4/86 

4/85 

4/84 

Revenue 

•   Percent  increase 
from  previous  year 

$54,187 
16% 

$46,727 
22% 

$38,289 
29% 

$29,575 
40% 

$21,078 
31% 

Income  before  taxes 
•    rerceni  increase 
from  previous  year 

$16,665 
8% 

$15,497 
54% 

$10,057 
4% 

$9,670 
25% 

$7,707 
34% 

Net  income 
•   Percent  increase 
from  previous  year 

$10,335 
17% 

$8,805 
49% 

$5,915 
8% 

$5,470 
29% 

$4,233 
28% 

Earnings  per  share 
•   Percent  increase 
from  previous  year 

$1.00 
18% 

$0.85 
44% 

$0.59 
3% 

$0.57 
30% 

$0.44 
8% 

Revenue  for  the  six  months  ending  October  31,  1988  reached 
$30.2  million,  a  22%  increase  over  revenue  of  $24.7  million  for  the 
same  period  in  1987.  Net  income  for  the  period  rose  76%,  from 
$3.8  million  to  $6.6  million. 

As  of  April  30,  1988,  American  Software  had  404  full-time 
employees,  segmented  as  follows: 


Marketing  and  sales  106 
Customer  support/professional 

services  86 
Product  development  and  technical 

support  167 

Accounting  and  administration  45 


404 

Major  competitors  include  Management  Science  America, 
McCormack  &  Dodge,  CuUinet,  and  IBM. 


Key  Products  and     Approximately  59%  of  American  Software's  fiscal  1988  revenue 
Services  was  derived  from  application  software  product  license  fees,  19% 

was  derived  from  software  maintenance  and  associated  support 
services,  and  22%  was  derived  from  consulting  and  programming 
professional  services. 
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A  three-year  summary  of  source  of  revenue  follows: 

AMERICAN  SOFTWARE,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

4/88 

4/87 

4/86 

1 1  bM 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
Ur  1 U 1 AL 

Forecasting  and  Inventory 
Management  software 

$6,931 

13% 

$8,053 

17% 

$7,397 

19% 

Purchasing,  Materials 
Control,  and  Financial 
software 

24,938 

46% 

21,110 

45% 

15,140 

40% 

Maintenance,  education, 
consulting,  and  other 

10,534 

19% 

9,489 

20% 

7,722 

20% 

Professional  services 

11,784 

22% 

8,075 

17% 

6,335 

16% 

Contract  research 

1,695 

4% 

TOTAL 

$54,187 

100% 

$46,727 

100% 

$38,289 

100% 

American  Software  provides  an  integrated  line  of  cross  industry 
and  industry  specific  application  software  products  that  can  be 
used  either  individually  or  in  combination  to  assist  customers  in 
forecasting  and  inventory  management,  purchasing  and  materials 
control,  and  order  processing  and  receivables  control. 

•  The  products  are  written  in  ANS  COBOL  and  are  available  for 
batch  and  on-line  environments. 

American  Software's  products  are  summarized  in  Exhibit  A  and 
include  the  following: 

•  Forecasting  and  Inventory  Management  software  consists  of 
five  software  modules  designed  to  provide  the  user  with 
accurate  sales  forecasts  in  order  to  minimize  investment  in 
inventory  and  to  distribute  more  effectively  such  inventory. 

•  Purchasing  and  Materials  Control  software  consists  of  22 
modules  that  provide  information  concerning  the  status  of 
purchasing  activities,  and  financial  and  manufacturing 
operations.  Several  modules  (cross-industry  modules)  support 
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the  general  financial  and  operational  functions  of  most 
businesses.  Manufacturing  modules  assist  the  user  in  planning 
and  controlling  work  flow  in  a  manufacturing  operation. 

While  American  Software's  products  can  be  used  individually,  they 
are  frequently  used  in  combination  with  one  another  as  an 
integrated  system.  The  company's  integrated  systems,  summarized 
in  Exhibit  B,  are  each  tailored  to  a  specific  business  orientation 
and  include  the  following: 

•  Manufacturing  Resource  Planning  (MRP-8'^),  for  IBM  and 
compatible  mainframes,  converts  sales  forecasts  into  a  master 
schedule,  determines  component  and  raw  material 
requirements,  insures  the  feasibility  of  resulting  production  and 
purchasing  decisions,  and  provides  for  accurate  shipment  dates. 

•  Distribution  Resource  Planning  (DRP-8^),  for  IBM  and 
compatible  mainframes,  is  an  extension  of  MRP-8  for  the 
distribution  industry.  DRP-8  converts  sales  forecasts  at  each 
shipment  location  into  requirements  that  are  placed  on  the 
specific  item's  source  of  supply.  All  individual  warehouse 
replenishment  requirements  are  aggregated  to  produce  total 
network  requirements. 

•  FINANCIAL-8^  for  IBM  and  compatible  mainframes,  is  a 
financial  control  system  that  can  be  integrated  with  MRP-8  and 
DRP-8. 

•  UTILITIES-8^  for  IBM  and  compatible  mainframes,  is 
marketed  to  the  public  utilities  industry. 

•  HEALTHCARE-8™,  for  IBM  and  compatible  mainframes,  is 
marketed  to  health  care  facilities  for  materials  management 
and  financial  control. 

•  MRP/38^  for  IBM  System  38  and  AS/400  computers,  is 
marketed  to  manufacturers. 

•  DRP/38^  for  IBM  System  38  and  AS/400  computers,  is 
marketed  to  the  distribution  industry. 

•  AMSOFT  DS/9370™  products  are  versions  of  the  company's 
software  products  designed  for  the  IBM  9370  family  of 
computers. 
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EXHIBIT  A 
AMERICAN  SOFTWARE  PRODUCTS 


YEAR 

NUMBER 

PRODUCT 

INTRODUCED 

INSTALLED 

rorecasiing  ana  inveniory 

ivianay"'''"''^  ooriwarB 

Demand  Forecasting 

1971 

353 

uistriDuiion  nequiremenis  rianniny 

inveniory  rianning 

1  y /o 

1  bo 

iiiveruory  uepioymeni 

1  y /D 

O  1 

Vehicle  Scheduling  and  Loading 

1979 

20 

Purchasing  and  Materials 

Control  Software 

Inventory  Control  and  Accounting 

1978 

295 

Purchasing 

1978 

256 

Material  Request 

1978 

191 

Item  Information  Management  System 

1980 

187 

Bid  (Request  for  Quotation) 

1984 

55 

Accounts  Payable 

1979 

134 

Fixed  Asset  Accounting 

1976 

53 

Lease  Accounting 

1977 

12 

Capital  Project  Accounting 

1976 

54 

Accounts  Receivable 

1984 

63 

Employee  Expense 

1984 

15 

General  Ledger  and  Budgeting 

1979 

22 

Customer  Order  Processing 

1979 

118 

Master  Scheduling 

1972 

82 

Material  Requirements  Planning 

1974 

69 

Bill  of  Material 

1975 

123 

Capacity  Planning 

1972 

40 

Production  Order  Status 

1978 

87 

Route  and  Work  Center  Maintenance 

1979 

47 

Shop  Floor  Control 

1984 

48 

Cost  Management  and  Tracking 

1986 

32 

Continuing  Property  Records 

1985 

17 
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EXHIBIT  B 

AMERICAN  SOFTWARE  INTEGRATED  SOFTWARE  SYSTEMS 


SYSTEM/MODULES 

SYSTEM/MODULES 

MRP  ft 

MFAI  THPARF.R 

"  r\ouuuiiio  rdyduic 

-  ut;!  1  idi  lu  rui  cUdoiii  ly 

~   iVIaLcllal  nc^UllolilciUb  rldillllliy 

-   Ulbli  lUULIUI  1  IUVclUUiy  IVIdildy  tJt  1  lt;l  11 

Rill  nf  K^atorial 
-   Dill  Ut  iVldLclldl 

-  iiiVciiLUiy  ouiiiiui  dl lu  Muuuuiiuiiy 

~  L/dpdUlLy  rldiliUfiy 

-  iiivyiituiy  rldillllliy 

-   riUOUOLIUlI  ^rOcl  OldLUo 

~   r  1  L/LfUl  cl  1  lc?l  IL  IvIdLUl  111  ly 

-  UUolOlTlcr  \J\UG\  r  lOCGSSiny 

-  ruruiidoiiiy 

-  Purchasing 

-  nequisiiion  mdiidyciTiyiu 

-  inveniory  uomroi  ana  Mccoununy 

-  MCCOUniS  rdydDie 

ivinr /  oo 

iviaLcMdi  ntJmJcol 

-  r^pm^inH  Fnrppp<;tinn 
L^ci  1  idi  lU  i  ui  codoiH  ly 

-  In\/pntnrv  PIpnninn 
II  ivci  iLui  y  rldillllliy 

DRP-ft 

-       ictompr  OrHpr  Pntrv 

WUOIUI  1  ICl   V-*!  LiOl    I— Mil  y 

~   L/cllldllU  1  Ul  cL/doUl  ly 

-  M^ictpr  ^phpHiilinn 
ividoici  OL-i  ic^xjijiii  ly 

-   lllvcIILUiy  rldillllliy 

ividLciidi  nuyuii ci  1  it;( iLo  riaiiiiiiiy 

-  Di^trihi  itinn  Rpni  lirpmpntQ  Pl^inninn 

LyIoLI  IL/ULIUI  1  FlCUUll  d  1  iK^i  ILO  i   Id'  II  III  ly 

-  f^anar'itv/  Ptanninn 

V^CtLJCtOILy  i    iCtI  II  III  1^ 

-  Inwpntnrv  npniovmpnt 
II  ivci  iiKJi  y  LJK^iJiyJy \  I  id  IL 

-  Rill  nf  Matprial 

LJIII  1^1   IVIClLd  lul 

-  Vehicle  Scheduling  and  Loading 

PrM  ita  VA/r\rl<'  r^ontor  ^^aintpnan^*P 
nUUlc  VVUIK  OclUct  Ivldll  Ucl  Idl  lUc 

-  customer  uruer  rrocessing 

-  r^rouuci  oosiing 

-  rurcndSiny 

■   rlUUUL-ilUll  V-zIUcI  OLdLUo 

-  Invpntnrv  nnntrnl  anH  Arrniintinn 

II  IV^I  lltayl  y    \a/WI  ILI  \Jl  dl  l\_J  (iwOWUI  ILII 

-  Plant  Inventorv 

1    1  ki4 1  1 L  1 1  1  V  \^  1  1 1  y 

ML'L/UUIIlo  rdydUIC 

Ol  lUU  I  lUUI  \_/kJllLIUI 

_   h^atorial  Rpni  ipct 
"   IVIdlt;!  Idl  nt?mJt;oL 

-  Pmr^i  irpmpnt 
r  1  u^^ut  d  1  Id  IL 

-  Financial  Control 

FlNANCIAL-8 

-  Accounts  Payable 

DRP/38 

-  Purchasing 

-  Demand  Forecasting 

-  Capital  Project  Accounting 

-  Inventory  Planning 

-  Customer  Order  Processing 

-  Inventory  Deployment 

-  Accounts  Receivable 

-  Distribution  Requirements  Planning 

-  Inventory  Control  and  Accounting 

-  Customer  Order  Processing 

-  Fixed  Asset  Accounting 

-  Inventory  Status  and  Control 

-  General  Ledger 

-  Procurement 

-  Financial  Control 

UTILITIES-S 

-  Inventory  Management 

AMSOFT  DS/9370 

-  Work  Orders 

-  Procurement 

-  Financial/Accounting 
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American  Software's  AMSOFT'^  family  of  end  user  productivity 
tools  include  the  following: 

•  AMSOFT  QueryWriter™  is  an  adapted  version  of  Software 
AG's  SUPERNATURAL  on-line  inquiry  and  report  writer 
facility. 

•  AMSOFT  DRP-pc™  is  an  optional  feature  for  the  company's 
mainframe  Distribution  Requirements  Planning  system  that 
extends  planning  and  simulation  capabilities  to  the  PC  user. 

•  AMSOFT  Forecast-pc™  is  an  optional  feature  for  the 
company's  mainframe  Demand  Forecasting  system  that  extends 
planning  and  simulation  capabilities  to  the  PC  user. 

•  AMSOFT  MPS-pc™  is  an  optional  feature  to  the  Master 
Scheduling  system  for  PC  users. 

•  AMSOFT  QOE-pc™  is  an  order  management  tool  designed  to 
permit  order  entry  on  a  PC  with  transmission  to  a  mainframe 
via  electronic  data  interchange. 

•  AMSOFT  Buyer  Workstation-pc™  allows  Purchasing  system 
users  to  source,  expedite,  and  review  receipts  for  immediate 
problem  resolution. 

•  AMSOFT  IP-pc™  allows  Inventory  Planning  system  users  to 
use  a  PC  to  access  data  for  simulations. 

•  AMSOFT  Forecast  ESP-pc™  provides  expert  system 
capabilities  on  a  PC  for  planners. 

•  AMSOFT  ScreenDesigner™  is  a  tool  for  personalized  screen 
modification. 

•  AMSOFT  UserHelp™  provides  real-time  information  about 
each  field  on  any  American  Software  application  screen. 

•  AMSOFT  Sales-pc™  allows  users  to  review  selected 
information  on  a  specific  customer,  product,  product  class,  time 
period,  or  geographic  area. 

•  AMSOFT  Promo-pc™  provides  marketing  or  forecasting 
planners  an  intelligent  workstation  where  they  can  create  future 
promotions,  monitor  promotions  in  progress,  and  evaluate  the 
effectiveness  of  past  promotions. 
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Support  services  provided  by  American  Software  in  conjunction 
with  its  software  products  include  a  24-hour  hotUne  service,  on-site 
implementation  assistance,  training  courses,  and  documentation 
materials. 

Through  its  Professional  Services  Division,  American  Software 
provides  specialized  consulting,  custom  programming,  on-site 
installation,  and  extended  training  services.  These  services  are 
provided  outside  of  the  services  included  in  the  licensing  of  the 
company's  software  products  and  are  typically  provided  under  a 
separate  contract  based  on  time  and  materials  used. 


Industry  Markets      The  primary  target  market  for  American  Software's  products  is 

Fortune  1000  companies.  The  company  has  licensed  its 
application  software  to  approximately  700  customers. 

End  users  include  manufacturers  of  building  materials,  chemicals, 
consumer  goods,  electronics,  food  products,  pharmaceuticals,  pulp 
and  paper,  steel,  and  textiles;  financial  institutions;  the  health  care 
industry;  petroleum  producers;  public  utilities;  and  the 
transportation  industry. 

American  Software  also  has  joint  marketing  relationships  with 
other  software  and  hardware  vendors  including  Applied  Data 
Research,  Impell-Pacific,  Price  Waterhouse,  Arthur  Young, 
Software  AG,  and  IBM  as  a  Business  Partner  in  the  Industry 
Applications  Specialist  Program  and  Marketing  Assistance 
Program. 

Geographic  Approximately  92%  of  American  Software's  fiscal  1988  revenue 

Markets  was  derived  from  the  U.S.  and  8%  was  derived  from  international 

sales. 

A  three-year  source  of  revenue  summary  follows: 
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AMERICAN  SOFTWARE,  INC. 
THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

4/88 

4/87 

4/86 

ITEM 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

U.S. 

International 

$49.8 
4.4 

92% 
8% 

$38.5 
8.2 

82% 
18% 

$35.1 
3.2 

92% 
8% 

TOTAL 

$54.2 

100% 

$46.7 

100% 

$38.3 

IOCS 

American  Software  has  sales  offices  in  Atlanta,  Boston,  Chicago, 
Los  Angeles,  Minneapolis,  Dallas,  Denver,  Philadelphia,  Houston, 
Pittsburgh,  San  Francisco,  and  New  York. 

International  offices  are  located  in  Brussels,  Toronto,  and 
Singapore. 

In  December  1987,  American  Software  entered  into  a  joint 
marketing  agreement  with  Charbonnages  de  France  Informatique 
(CdFI),  a  branch  company  marketing  its  own  financial  and  human 
resources  software  in  France.  The  agreement  allows  CdFI  to 
market  American  Software's  products  in  France  and  certain 
French  speaking  parts  of  Europe. 


Computer  American  Software  has  the  following  computers  installed  at  its 

Hardware  and  headquarters  in  support  of  software  development  and  testing: 

Software 

•  1  IBM  3084,  OS,  MVS. 

•  2  IBM  System  38s. 

•  1IBM9370. 

.   1  IBM  AS/400. 
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COMPANY  PROFILE 


ASK  COMPUTER  SYSTEMS,  INC.  Ronald  Braniff,  President  and  CEO 

2240  W.  El  Camino  Real  Public  Corporation,  NASDAQ 

P.O.  Box  7640  Total  Employees:  801  (9/89) 

Mountain  View,  CA  94039-7640  Total  Revenue,  Fiscal  Year  End 

(415)969-4442  6/30/89:  $186,293,000 


The  Company         ASK  Computer  Systems,  incorporated  in  1974,  develops,  markets, 

and  supports  the  MANMAN^  Information  System,  an  integrated 
management  information  system  for  the  manufacturing  industry. 
MANMAN  is  available  as  a  turnkey  system,  through  the 
company's  ASKNET  remote  processing  service,  or  as  a  software 
product. 

•  On  September  21, 1989,  ASK  acquired  Data  3  Systems,  Inc.  of 
Santa  Rosa  (CA)  for  approximately  $19  million  in  cash.  The 
acquisition  was  accounted  for  as  a  purchase. 

-  Data  3  Systems,  a  privately  held  company,  develops  and 
markets  integrated  manufacturing  software  systems  and 
support  services  for  IBM  AS/400  and  System  38  computers. 

-  Data  3  Systems  has  over  500  customer  sites  worldwide.  The 
company  had  115  employees  at  the  time  of  the  acquisition 
and  revenue  of  over  $16  million  for  the  fiscal  year  ending 
June  30, 1989. 

-  Data  3  Systems  now  operates  from  its  offices  in  Santa  Rosa 
as  an  independent  division  of  ASK. 

•  As  a  result  of  the  acquisition  of  NCA  Corporation  of  Santa 
Clara  (CA)  in  August  1987,  ASK  continues  to  enhance  and 
support  the  MAXCIM™  line  of  manufacturing/financial 
planning  and  control  applications  for  DEC  VAX  systems. 

ASK's  fiscal  1989  revenue  reached  $186.3  million,  a  31%  increase 
over  fiscal  1988  revenue  of  $142.4  million.  Net  income  rose  25%, 
from  $10.8  million  in  fiscal  1988,  to  $13.5  million  in  fiscal  1989.  In 
the  five-year  summary  that  follows,  financials  do  not  include  Data 
3  Systems,  which  was  acquired  subsequent  to  the  end  of  fiscal 
1989:  - 
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ASK  COMPUTER  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

6/89 

6/88 

6/87 

6/86 

6/85 

Revenue 

•   Percent  increase 
(decrease)  from 
previous  year 

$186,293 
31% 

$142,414 
45% 

$98,305 
29% 

$76,019 
(4%) 

$79,233 
22% 

Income  before  taxes 
•   Percent  increase 
(decrease)  from 
previous  year 

$21,047 

36% 

$15,422 

23% 

$12,534 
28% 

$9,816 
(33%) 

$14,709 
35% 

Net  income 

•   Percent  increase 
(decrease)  from 
previous  year 

$13,490 
25% 

$10,795 
35% 

$8,001 
36% 

$5,889 
(26%) 

$7,949 
29% 

Earnings  per  share 
•   Percent  increase 
(decrease)  from 
previous  year 

$1.00 
22% 

$0.82 
32% 

$0.62 
35% 

$0.46 
(29%) 

$0.65 
23% 

ASK  management  attributes  increases  in  revenue  and  net  income 
primarily  to  a  higher  volume  of  sales  and  service  domestically. 
Growth  also  reflects  additional  product  offerings,  expansion  in 
international  markets,  and  the  fiscal  1988  acquisition  of  NCA. 

Product  development  expenditures  were  approximately  $13.4 
million  (7%  of  revenue)  in  fiscal  1989,  $11.9  million  (8%  of 
revenue)  in  fiscal  1988,  and  $8.3  million  (8%  of  revenue)  in  fiscal 

1987.  Additional  capitalized  software  development  costs  were 
$869,000  in  fiscal  1989,  $1.3  million  in  fiscal  1988,  and  $777,000  in 
fiscal  1987. 

Revenue  for  the  three  months  ending  September  30, 1989  was  $38 
million,  a  3%  decrease  from  $39.3  million  for  the  same  period  in 

1988.  Net  income  for  the  period  was  $552,000,  a  77%  decrease 
from  $2.4  million  for  the  same  period  a  year  ago. 

•  The  company  experienced  a  generally  lower  level  of  demand  in 
its  market  and  some  delays  in  customer  approvals  during  the 
quarter.  ASK  management  attributes  the  results  principally  to 
a  lower  level  of  capital  spending  in  the  manufacturing  sectors  of 
the  U.S.  economy. 
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•  Lower  income  reflects  the  combined  effects  of  lower  than 
anticipated  revenue  with  comparatively  larger  operating 
expenses.  Selling,  general,  and  administrative  expenses  were 
$15  million,  compared  to  $13.2  million  for  the  same  period  a 
year  ago.  The  increase  is  due  mainly  to  international 
expansion,  growth  in  field  sales  and  services  organizations, 
general  increases  in  salaries,  and  costs  associated  with  a  new 
advertising  campaign. 

As  of  August  31, 1989,  ASK  had  801  full-time  employees, 
segmented  as  follows: 

Marketing,  sales,  education, 
and  field  support  478 
Product  development  193 
ASKNET  operations  20 
Finance  and  administration  110 

801 

The  company  currently  has  over  915  employees  (including  115 
Data  3  Systems  employees). 

ASK  competes  with  IBM,  Hewlett-Packard  (HP),  and 
Management  Science  America  (Dun  &  Bradstreet)  in  the  software 
product/turnkey  system  market.  In  the  processing  services  area, 
the  primary  competitor  is  Xerox  Computer  Services. 


Key  Products  and  A  three-year  summary  of  ASK's  source  of  revenue  follows: 
Services 
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ASK  COMPUTER  SYSTEMS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

6/89 

6/88 

6/87 

ITEM 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

Turnkey  systems 
and  software 

$144.8 

78% 

$108.3 

76% 

$77.5 

79% 

Warranty-Plus 

22.4 

12% 

18.5 

13% 

9.8 

10% 

Processing,  education, 
systems  integration, 
and  implementation 

19.1 

10% 

15.6 

11% 

11.0 

11% 

TOTAL 

$186.3 

100% 

$142.4 

100% 

$98.3 

100% 

ASK  provides  its  management  information  systems  to  discrete  and 
process  manufacturing  companies.  The  systems  are  available  on  a 
turnkey  basis,  as  software  products,  or  via  the  ASKNET  processing 
service.  There  are  currently  over  3,000  ASK  customer  sites 
worldwide. 

•  ASK  systems  operate  on  HP,  DEC,  and  IBM  midrange 
computers. 

•  ASK  provides  its  software  products  under  a  perpetual  fully-paid 
license  agreement  to  be  used  on  a  specific  serial  numbered 
computer. 

•  All  computer  hardware  installation,  maintenance,  repair,  and 
operating  system  software  updates  for  ASK  turnkey  clients  are 
provided  by  the  hardware  vendor.  ASK  is  responsible  only  for 
the  installation  and  maintenance  of  its  software  products. 

ASK's  primary  offering  is  the  MANMAN  Information  System,  an 
on-line,  interactive  system  that  consists  of  integrated  products  for 
manufacturing,  finance,  marketing,  customer  service,  decision 
support,  and  computer-integrated  manufacturing  functions. 
MANMAN  is  available  to  clients  as  a  turnkey  system,  software 
only,  or  as  a  processing  service. 
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•  MANMAN  is  targeted  to  manufacturers  in  the  batch 
production,  JIT/repetitive,  automotive,  job  shop,  and  batch 
process  manufacturing  segments. 

•  MANMAN  runs  on  HP  3000  and  Precision  Architecture  900 
series  computers  and  DEC  VAX  series  minicomputers. 

•  There  are  currently  over  1,800  MANMAN  clients  worldwide. 

MANMAN  products  are  integrated  by  a  common  data  base.  Each 
product  can  be  used  independently  or  integrated  with  one  or  more 
MANMAN  products.  MANMAN  currently  consists  of  the 
following  products: 

f  Manufacturing: 

1 

•  MANMAN/MFG™  is  designed  to  manage  all  aspects  of 
manufacturing  planning  and  execution,  including  inventory 
control,  bill  of  materials/engineering  design,  work-in- 
progress/shop  floor  control,  purchasing,  material  requirements 
planning,  capacity  requirements  planning,  master  production 
scheduling,  and  cost  accounting. 

•  PLANMAN^MFG  is  a  forecasting  and  budgeting  product  that 
links  minicomputer-based  manufacturing  data  to 
microcomputers  for  sales  analysis  and  forecasting,  and  provides 
an  interface  to  certain  spreadsheets. 

•  MANMAN/REPETITIVE™  provides  for  the  planning  and 
controlling  of  high-volume,  low  inventory,  and  short  lead  time 
manufacturing.  The  product  supports  build  rate  scheduling, 
work  area  inventory  replenishment,  and  work-in-progress 
inventory  consumption  and  costing. 

.  MANMAN/PROJECTS™  is  an  integrated  project 

management  system  that  monitors  progress  and  tracks  time  and 
materials  costs  expended  on  projects. 

•  MANMAN/BARSCAN™  is  an  integrated  bar  code  production 
system  that  permits  fast  and  accurate  data  entry.  It  prints  bar 
codes  on  various  turnaround  documents,  creates  custom  bar 
code  menus,  and  outputs  bar  coded  labels. 

•  MANMAN/QUALITY™  tracks  and  analyzes  product  and 
process  quality. 
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•  MANMAN/TRACKER™  provides  lot  tracking  and  reporting 
requirements,  from  purchase  order  receipt  through  production 
to  final  shipment. 

Connectivity: 

•  MANMAN /ENGINEER™  integrates  the  engineering  and 
manufacturing  departments  by  providing  an  interface  between 
MANMAN  and  CAE/CAD  systems.  This  product  has  all  the 
bill  of  material,  engineering  change  control,  and  part  number 
translation  functionally  contained  in  MANMAN/MFG,  but  in  a 
separate  work  area  data  base. 

.  MANMAN/DATAPORlT™  allows  information  to  be 

transferred  directly  between  MANMAN  and  certain  third-party 
shop  floor  data  collection  systems.  It  also  provides  for 
electronic  interplant  inventory  transmissions. 

Customer  Service: 

•  MANMAN/OMAR™  is  an  order  management  and  accounts 
receivable  system  that  provides  automated  customer  quotation, 
order  entry,  billing,  and  sales  analysis  functions. 

•  MANMAN/SERVICEMAN^  is  a  product  service  management 
tool  that  maintains  customer,  equipment,  and  contract 
information,  tracks  field  service  calls,  monitors  depot  repair 
activity,  and  facilitates  telephone/technical  support  operations. 

Finance  and  Administration: 

•  MANMAN/ AP™  is  an  accounts  payable  system  that  is  fully 
integrated  with  MANMAN  purchasing  and  general  ledger 
functions. 

•  MANMAN/GL™  provides  general  ledger,  budget 
maintenance,  consolidations,  journal  processing,  and  financial 
statement  presentation. 

•  MANMAN/FA™  is  a  fixed-assets  product  that  manages 
depreciable  and  non-depreciable  assets  from  acquisition 
through  retirement. 

•  MANMAN/PAYROLL™  calculates  and  processes  payroll 
checks  and  tracks  employee,  tax,  and  deduction  information. 

•  MANMAN/HR™  is  a  human  resources  product  that  tracks 
employee  activity,  administers  benefits,  supports  compliance 
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with  government  regulations,  and  controls  the  recruitment, 
application,  and  hiring  process. 

Decision  Support: 

•  DecisionMaker'^  is  a  management  reporting  tool  that 
summarizes  key  manufacturing,  customer  service,  and  financial 
information  on-line  and  creates  exception  reports  for  high-level 
management. 

•  Users  can  modify  MANMAN's  standard  reports  or  create  their 
own  using  Cognos'  QUIZ  on  the  HP  3000  or  Interactive 
Software  Systems'  UDMS  on  the  DEC  VAX. 

ASK's  MAXCIM  software,  acquired  with  NCA  in  August  1987, 
consists  of  integrated  modules  for  manufacturing,  financial,  sales 
and  marketing,  administrative,  and  information  management 
applications  designed  to  assist  management  in  planning  and 
controlling  manufacturing  operations.  The  software  is  available 
for  DEC  VAX  computers. 

•  ASK  continues  to  enhance  and  support  the  MAXCIM  product 
line  for  its  existing  base  of  approximately  600  customers. 
MAXCIM  is  also  available  on  ASKNET  as  a  processing  service. 

•  ASK  currently  actively  markets  MANMAN  (rather  than 
MAXCIM)  to  prospective  new  customers. 

ASK  offers  clients  access  to  its  MANMAN  and  MAXCIM 
software  through  its  ASKNET  remote  computing  service. 

•  ASKNET  serves  manufacturing  companies  whose  current  size 
and  growth  rate  do  not  presently  justify  purchase  of  in-house 
turnkey  systems.  These  customers  are  prime  candidates  for 
later  conversion  to  in-house  systems. 

•  ASK  currently  operates  approximately  10  HP  and  DEC  systems 
in  support  of  its  on-line  remote  processing  services.  There 
currently  are  approximately  100  processing  clients. 

ASK's  Data  3  Systems  division  markets  and  supports 
manufacturing,  accounting,  bar  code  and  distributed  requirements 
planning  (DRP),  and  processing  planning  systems  for  the  IBM 
AS/400  and  System/38. 

•  Data  3  Systems  targets  its  products  to  midrange  companies 
(firms  with  annual  sales  of  $10  million  or  more)  and  medium- 
sized  divisions  of  large  corporations. 
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•  Products  include  the  following: 

-  SIM/400  manufacturing,  financial,  bar  code,  and  DRP 
packages  are  available  for  IBM  AS/400  systems. 

-  MRPS  38  manufacturing,  financial,  process,  bar  code,  and 
DRP  packages  are  available  for  IBM  System/38  computers. 

•  Data  3  Systems  is  a  domestic  authorized  Industry  Remarketer 
of  IBM  business  products,  and  an  international  Value  Added 
Reseller  of  INTERMEC  bar  code  data  collection  hardware. 

•  There  are  currently  over  500  installations  of  Data  3  Systems' 
products  worldwide. 

ASK  offers  the  following  support  services  for  its  MANMAN  and 
MAXCIM  product  lines: 

•  Warranty-Plus,  an  extended  maintenance  software  subscription 
service,  provides  customers  with  normal  software  maintenance, 
product  enhancements,  and  unlimited  telephone  consulting 
regarding  ASK  software  features  and  procedures.  The  service 
is  billed  to  customers  on  a  quarterly  or  annual  basis,  in  advance. 
Virtually  all  of  ASK's  customers  purchase  the  Warranty-Plus 
service. 

•  ASK  offers  its  MANMAN  and  MAXCIM  customers  a  variety  of 
software  installation,  technical  support,  user  training,  and 
education  services,  which  are  performed  for  a  separate  charge 
either  at  ASK's  offices  or  at  the  customer's  site.  In  addition  to 
MANMAN  training,  more  than  30  standard  training  courses 
ranging  from  systems  management  to  MRP  are  available. 

•  ASK  Assistance™  services  include  site-specific  technical 
consulting,  including  system  installation,  implementation,  and 
integration  of  ASK  software  with  other  systems. 

ASK  currently  intends  to  extend/improve  its  product  line  in  the 
following  areas: 

•  Extend  MANMAN  systems  capabilities  to  better  handle  the 
needs  of  manufacturers  using  repetitive/JIT  manufacturing 
methods. 

•  Develop  applications  using  a  relational  data  base. 

•  Better  address  the  needs  of  batch  process  manufacturers,  and 
manufacturers  who  supply  the  automotive  industry. 
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•  Improve  the  connectibility  of  ASK's  products  to  those  of  other 
manufacturing-related  software  products. 

•  Expand  the  current  systems  to  incorporate  the  needs  of  multi- 
site,  vertically  integrated  manufacturing  companies. 


Industry  Markets      One  hundred  percent  of  ASK's  revenue  is  derived  from  the 

discrete  and  process  manufacturing  industries. 

ASK  clients  range  from  start-ups  to  Fortune  500  companies. 

Many  Data  3  Systems  customers  are  Fortune  500  companies,  with 
31  of  these  companies  having  attained  Class  "A"  status. 


Geographic  Approximately  85%  of  ASK's  fiscal  1989  revenue  was  derived 

Markets  from  North  America  and  15%  from  international  sources.  A 

three-year  summary  of  source  of  revenue  follows: 

ASK  COMPUTER  SYSTEMS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

6/89 

6/88 

6/87 

ITEM 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

North  America 

$158.2 

85% 

$124.3 

88% 

$89.9 

92% 

Europe 

20.3 

11% 

13.5 

9% 

6.1 

6% 

Other 

7.7 

4% 

4.6 

3% 

2.3 

2% 

TOTAL 

$186.2 

100% 

$142.4 

100% 

$98.3 

100% 

ASK  has  over  40  sales  and  support  offices  worldwide. 

ASK  markets  the  MANMAN  and  MAXCIM  products  in  the  U.S., 
Australia,  Canada,  the  U.K.,  France,  Germany,  Malaysia,  the 
Netherlands,  Singapore,  Sweden,  Switzerland,  Taiwan,  and 
Thailand  through  its  own  marketing  organization.  Distributors  are 
located  in  India,  Japan,  and  the  People's  Republic  of  China. 
MAXCIM  products  are  also  represented  by  distributors  in  foreign 
markets  including  France  and  Australia. 
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Data  3  Systems  also  has  affiliates  to  market  its  products  outside 
the  U.S. 


Computer  ASK's  data  center  in  Los  Altos  (CA)  has  17  HP  3000  and  19  DEC 

Hardware  VAX  systems  installed  in  support  of  program  development, 

customer  and  internal  support,  and  ASKNET  processing  services. 
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COMPANY  PROFILE 


COMPUTER  TASK  GROUP,  INC.  David  N.  Campbell,  Chairman  and  CEO 
800  Delaware  Avenue  John  P.  Courtney,  President 

Buffalo,  NY  14209  Public  Corporation,  NYSE 

(716)882-8000  *  Total  Employees:  3,800 

Total  Revenue,  Fiscal  Year  End 
12/31/88:  $218,732,000 


The  Company  Computer  Task  Group,  Inc.  (CTG),  founded  in  1966,  is  one  of  the 

largest  providers  of  computer-related  consulting,  systems 
integration,  and  professional  services  to  the  commercial  market  in 
the  U.S.  Services  available  through  CTG  include  consulting, 
systems  analysis  and  design,  programming,  software  conversions, 
education  and  training,  and  facilities  management  (systems 
operations). 

CTG's  strategy  is  to  market  its  professional  and  systems 
integration  services  primarily  to  large  manufacturing/industrial 
automation,  financial  services,  and  telecommunications  firms  with 
large  hardware  installations  and  data  processing  operations. 

•  In  terms  of  growth,  CTG  historically  has  opened  two  to  four 
new  branch  offices  a  year.  During  1986  the  company  expanded 
into  international  markets  with  acquisitions  in  Canada  and  the 
U.K.  Over  the  next  several  years  CTG  will  continue  to 
concentrate  its  expansion  in  the  U.S.,  as  well  as  grow  in  Canada, 
the  U.K.,  and  Western  Europe. 

•  CTG  is  expanding  its  specialty  services  in  other  industries,  such 
as  health  care,  utilities,  and  insurance. 

•  CTG  will  pursue  larger  and  more  complex  projects  in  the  $5  to 
$20  million  range. 

In  June  1989,  IBM  announced  plans  to  pay  $21  million  for  a  15.3% 
interest  in  CTG. 

CTG's  1988  revenue  reached  $218.7  million,  a  29%  increase  over 
1987  revenue  of  $170.1  million.  Net  income  rose  26%,  from  $5.1 
million  in  1987  to  over  $6.4  million  in  1988.  A  five-year  financial 
summary  follows: 
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COMPUTER  TASK  GROUP,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1988 

1987 

1986 

1985 

1984 

Revenue 

•   Percent  increase 
from  Drevious  vear 

$218,732 

29% 

$170,052 
19% 

$143,366 
24% 

$115,711 
40% 

$82,693 
54% 

Income  before  taxes 
•   Percent  increase 
(decrease)  from 
previous  year 

$10,837 
28% 

$8,495 
(8%) 

$9,277 
25% 

$7,447 
84% 

$4,054 
58% 

Net  income 
•   Percent  increase 
from  previous  year 

$6,420 
26% 

$5,110 

$5,081 
26% 

$4,021 
91% 

$2,108 
45% 

Earnings  per  share  (a) 
•   Percent  increase 
(decrease)  from 
previous  year 

$0.80 
21% 

$0.66 
(3%) 

$0.68 

$0.68 
51% 

$0.45 
36% 

(a)    Restated  to  reflect  a  three-for-two  stock  split  declared  on  April  30,  1986. 


CTG  management  attributes  increases  in  1988  revenue  to  the 
following: 

•  Approximately  49%  ($24  million)  of  the  increase  was  due  to 
increase  revenues  from  field  branch  operations. 

•  Approximately  39%  ($19  million)  of  the  increase  was  due  to 
acquisitions  made  during  1988. 

•  The  remaining  12%  of  the  increase  was  due  to  international 
operations  (6%  or  $3  million)  and  specialty  services(6%  or  $3 
million). 

•  Professional  services,  delivered  through  field  branch  operations, 
grew  approximately  20%  and  gross  margins,  as  a  percent  of 
revenue,  improved  by  1%. 

Offsetting  the  improvements  shown  in  overall  operations  were 
problems  encountered  in  the  conversions  and  major  projects 
businesses. 

•  Conversions  sales  dropped  70%  compared  to  1987. 
Conversions  operations  have  been  restructured  and  included  in 
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field  operations  where  management  believes  it  will  be  able  to 
more  directly  market  its  services  to  the  current  client  base 
served  by  field  operations. 

•  Major  projects  business  did  not  perform  to  budgeted 
expectations  nor  to  prior  year  profit  and  margin  levels  because 
CTG  experienced  delays  in  the  application  development  phase 
of  a  $25  million  systems  integration  project  for  USS-POSCO 
Industries. 

During  1987,  though  revenues  increased  19%,  net  income 
remained  constant  compared  to  1986. 

•  International  operations  generated  substantial  revenue 
increases  ($4  million),  but  operated  at  breakeven  for  the  year 
due  to  high  non-billable  time  for  the  professional  staff.  CTG 
also  invested  $400,000  in  new  branch  operations  in  the  U.K. 
during  1987. 

•  During  1987,  CTG  also  invested  an  additional  $500,000  to 
market  the  conversion  services  business. 

•  CTG  continued  to  experience  pricing  pressures  during  1987. 
Clients  pushing  for  lower  pricing  due  to  competition  resulted  in 
lower  margins.  In  October  1987,  CTG  had  a  company-wide 
price  increase. 

Acquisitions  made  by  CTG  include  the  following: 

•  During  1988,  CTG  acquired  three  professional  services  firms 
for  a  total  of  $15.6  million. 

-  In  December  1988,  CTG  acquired  Telecommunications 
Management  Corporation  (TMC)  of  Boston  (MA).  TMC, 
with  approximately  20  employees  and  revenue  of  $2  million, 
specializes  in  voice  communications  and  network 
management  services.  TMC  has  provided  its  services  to  over 
500  end  user  organizations,  including  telephone  companies, 
colleges  and  universities,  financial  institutions,  hospitals, 
government  agencies,  and  utility  companies. 

-  In  August  1988,  CTG  acquired  Applied  Management 
Systems,  Inc.  (AMS)  of  Charlotte  (NC),  a  professional 
services  firm  with  branch  offices  in  Winston-Salem  and 
Raleigh  (NC)  and  Greenville  and  Columbia  (SC).  AMS, 
with  revenues  of  about  $7  million,  competed  with  CTG  in 
the  southeastern  U.S.  The  acquisition  increases  CTG's 
presence  in  the  Carolinas  area. 
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-  In  February  1988,  CTG  acquired  Scientific  Systems  Services, 
Inc.  (SSS)  of  Melbourne  (FL)  for  $10.5  million.  The 
acquisition  included  SSS'  subsidiary,  Profimatics,  which 
targets  its  services  to  oil  companies. 

SSS  provides  systems  integration  services  to  the 
manufacturing,  power,  and  process  industries. 
Applications  provided  include  computer-integrated 
manufacturing  systems  for  factory  automation,  plant- 
monitoring  systems  for  electric  power  generation,  and 
monitoring  and  control  systems  for  metals  processing 
and  petroleum  refining. 

SSS  and  Profimatics,  with  estimated  1988  revenue  of  $15 
million  and  approximately  190  employees,  now  operate 
as  subsidiaries  of  CTG. 

•  During  1986,  CTG  acquired  five  professional  services 
companies  for  a  total  of  $7.2  million  in  cash,  plus  certain 
contingent  payments  based  on  future  performance. 

-  In  October  1986,  CTG  acquired  maxima  Computer 
Management  Consultants,  Ltd.  of  Ottawa.  Maxima  now 
operates  as  maxima/Computer  Task  Group,  Limited,  a 
wholly  owned  subsidiary  of  CTG. 

-  In  August  1986,  CTG  acquired  Creative  Computing 
Company,  a  Cleveland  professional  services  firm. 

-  In  June  1986,  CTG  acquired  Shubrooks  International,  Ltd.,  a 
software  consulting  firm  headquartered  in  Chertsey  (UK). 

-  In  April  1986,  CTG  acquired  Quadra  Systems,  Inc.,  an 
information  services  consulting  firm  headquartered  in  San 
Antonio  (TX). 

•  During  1985,  CTG  acquired  five  information  services 
companies,  including  Documentation  Resources,  Inc.  of 
Phoenix;  Data  Force,  Inc.  of  Seattle  (WA);  Central  Computer 
Systems,  Inc.  of  San  Francisco  (CA);  Dataware,  Inc.  of  Buffalo 
(NY);  and  Berger  Vernay  &  Company  of  Houston  (TX). 

Divestitures  made  by  CTG  include  the  following: 

•  During  the  first  quarter  of  1989,  CTG  sold  its  investment  in 
Analysts  International  for  $4.6  million,  realizing  a  gain  of  $2.1 
million.  CTG  originally  acquired  a  19.13%  interest  in  Analysts 
International  in  January  1987. 
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•  In  December  1988,  CTG  sold  its  direct  marketing  business  unit, 
CTG  Direct  Marketing  Services  to  DMT  Intercorp,  Inc.,  a 
diversified  direct  marketing  company  located  in  Buffalo. 

Revenue  for  the  three  months  ending  March  31,  1989  reached 
$58.6  million,  a  16%  increase  over  $50.4  million  for  the  same 
period  a  year  ago.  Net  income  was  $1.5  million,  compared  to  $1.7 
million  for  the  same  period  in  1988. 

As  of  December  31, 1988,  CTG  had  3,785  employees,  segmented 
as  follows: 

Marketing/sales  191 
Professional  staff  3,068 
Field  management  and 

administration  383 
Corporate  143 

3,785 

•  CTG  currently  employs  approximately  4,000  employees  through 
71  offices  and  20  project  development  centers  in  the  U.S., 
Canada,  and  the  U.K. 

•  The  CTG  Institute  for  Technical  and  Management  Training  in 
Buffalo  provides  in-depth  training  for  CTG  staff.  Some  30 
technical  and  20  marketing  and  management  courses  are 
offered.  INPUT  estimates  that  over  1,500  employees  attend 
these  classes  on  an  annual  basis. 

CTG  professional  services  competitors  include  AGS  Computers, 
Inc.  (NYNEX),  Computer  Horizons,  Keane,  and  the  Big  8 
accounting  firms.  Systems  integration  competitors  include 
Andersen  Consulting,  Electronic  Data  Systems,  DEC,  and 
Computer  Sciences  Corporation. 


Key  Products  and     Approximately  80%  ($175  million)  of  CTG's  1988  revenue  was 
Services  derived  from  its  various  professional  services  and  16%  ($35 

million)  from  commercial  systems  integration  activities.  Less  than 
5%  ($8  million)  of  revenue  was  derived  from  the  direct  mail 
marketing  services  business  that  was  divested  at  the  end  of  1988. 

The  scope  of  professional  services  work  performed  by  CTG  ranges 
from  specific,  minor  tasks  of  short  duration,  to  large  complex  tasks 
that  require  multiple  systems  engineers  for  a  long  period  of  time. 
CTG  offers  consultants  who  are  experienced  in  an  industry 
application  or  technology;  total  project  systems  integration  (often 
on  a  fixed-fee  basis);  and  per  diem  services. 
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•  Typically,  CTG's  professional  staff  augments  and  becomes  part 
of  the  client's  on-site  software  development  team  on  a  specific 
application  or  project. 

•  A  majority  of  CTG's  clients  are  large  companies  with  multiple 
locations  and  substantial  data  processing  operations.  CTG 
currently  has  approximately  1,400  clients  worldwide,  including 
85  of  the  Fortune  100  companies. 

CTG  classifies  its  services  into  three  areas: 

•  Professional  Services.  The  company's  major  source  of  revenue 
is  derived  from  this  type  of  service.  CTG  staff  provides 
programming,  systems  analysis  and  design,  and  other  services  in 
support  of  the  client's  data  processing  applications.  These 
services  are  provided  to  clients  on  a  contract  basis,  usually  on  a 
per  diem  rate. 

-  Services  are  generally  performed  on  the  client's  site.  CTG 
has  also  established  20  project  development  centers 
throughout  its  branch  office  network  system.  These  sites 
allow  CTG  to  handle  a  project  entirely  off-site,  using  either 
CTG  computers  or  using  communications  links  to  the  client's 
equipment. 

-  CTG  has  strategic  alliances  with  various  software  vendors  to 
provide  installation  and  application  support  for  their 
products.  CTG  is  providing  integration  and  application 
development  services  in  support  of  software  products  from 
vendors  such  as  IBM,  Software  AG  Systems,  Inc., 
Management  Science  America,  and  Cullinet. 

•  Consulting.  Many  CTG  professionals  are  consultants  who  are 
experienced  in  an  industry  application  or  technology.  Examples 
of  specialty  areas  in  which  CTG  has  experience  include 
industrial  automation,  data  base  consulting, 
telecommunications,  conversions,  and  documentation  services. 

-  Industrial  automation  involves  using  technology  to  increase 
efficiency  and  expand  capabilities  on  the  shop  floor  from  the 
design  and  engineering  phases  through  material 
requirements  planning  and  scheduling  activities. 

-  Data  base  consulting  is  in  demand  as  clients  upgrade  to 
newer  and  more  powerful  hardware  which  uses  fourth 
generation  languages  and  relational  technology. 
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-  The  telecommunications  area  encompasses  data 
communication,  voice  communication,  and  network 
management. 

-  CTG  provides  DOS-to-MVS  conversion  services  using 
CORTEX,  a  conversion  process  developed  by  SISROM. 
CTG/  Dataware,  formed  with  the  acquisition  of  Dataware, 
Inc.  in  1985,  assists  clients  in  migrating  their  application 
software  to  run  or  new  or  upgraded  hardware. 

•  Commercial  Systems  Integration  Services:  These  services  are 
provided  to  the  manufacturing  and  financial  services  sectors 
and  extend  from  the  large  corporate  information  system 
through  the  departmental  and  plant  system,  to  mission  critical 
real-time  automation  solutions.  Services  provided  include 
management  consulting;  concept  and  apphcations  planning 
studies;  Control-Spec™  functional  specification  and  scope-of- 
work  contracts;  systems  architecture  services,  including 
hardware  selection,  systems  software  evaluation  and  selection, 
application  software,  and  communications;  and  project 
implementation. 

Examples  of  specific  services  provided  by  CTG  for  certain  target 
markets/applications  follows: 

Industrial  Automation/Manufacturing: 

•  CTG  staff  has  expertise  in  the  following  functional  service 
areas: 


-  Manufacturing  consulting 

-  Strategic  business  planning 

-  Methodology  evaluation 

-  Systems  analysis  and  design 

-  Hardware/software  evaluation 

-  Project  management 

-  Software  engineering 

-  Interface  engineering 

-  Turnkey  project  management 

-  Detail  design  and  coding 

-  Installation 

-  Implementation 

-  Documentation 

-  Training 
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•  Applications  supported  include: 

-  Real-time  systems 

-  Data  acquisition  systems 

-  Graphics  and  operator/interfacing 

-  Process  control 

-  Hardware/software  integration 

-  Communications 

-  Simulation  and  modeling 

-  Robotics 

-  Signal  conditioning 

-  Logical  sequencing  and  machine  control 

-  Microprocessor-based  systems  development 

-  Computer-aided  design  and  engineering 

-  Biomedical  applications 

-  Research  and  development 

-  Statistical  analysis 

-  Scheduling  (CPM/PERT) 

-  Linear  programming 

-  Computer-integrated  manufacturing  (CIM) 

-  Materials  requirements  planning 

-  Just-in-time  inventory  control 

-  Shop  floor  control 

-  Multivendor  computer  integration 

•  CTG  has  experience  with  various  hardware  environments, 
including  IBM;  DEC  PDP-11,  VAX-730,  750,  780,  DEC  10; 
Gould-SEL;  GE;  Harris;  HP  1000,  3000;  Honeywell  Level  6; 
CDC  Cyber;  Data  General  Nova,  ECLIPSE;  Modcomp  Classic; 
Prime;  Texas  Instruments;  Gould  Modicon;  Westinghouse 
2500;  Intel  8080-8088;  Motorola  6800  and  68000. 

•  Scientific  Systems  Services  (SSS)  has  expanded  CTG's  systems 
integration  activities,  providing  expertise  in  developing  systems 
for  factory  and  process  supervision,  inventory  control,  and 
materials  handling  to  manufacturers  and  distributors. 

-  SSS  has  performed  projects  for  North  Star  Steel  Co.  (an 
automated  process  control  system),  Public  Service  of  New 
Mexico  (a  coal-fed  generating  plant  monitoring  system), 
Baxter  Healthcare  Corporation  (  a  warehouse  control 
system),  and  National  Steel  Corporation  (a  caster  control 
system). 

-  In  April  1989,  SSS  acquired  exclusive  U.S.  marketing  rights 
to  3100  GPC™  Greenway  Protocol  Converter,  a  UNIX- 
based  communications  and  integration  software  platform 
developed  by  Kilpatrick  Green  Systems  Engineering,  Ltd.  of 
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Australia.  The  product  is  designed  to  facilitate  exchange  of 
information  between  otherwise  incompatible  systems,  to 
provide  a  platform  for  the  integration  of  application 
functions,  and  to  support  communications  from  process 
control  computers  and  other  factory  floor  equipment  to 
mainframe  computers  at  the  corporate  level. 

•  Contract  examples  include  the  following: 

-  In  January  1989,  CTG  was  awarded  a  $4  million  facilities 
management  contract  with  Geneva  Steel  of  Orem  (UT). 
CTG  will  plan  and  execute  a  migration  of  Geneva's 
applications  from  Service  Centers  in  Chicago  and  Pittsburgh 
owned  by  the  USX  Corporation  to  CTG  Service  Centers  in 
Orchard  Park  (NY)  and  Pittsburg  (CA).  CTG  will  manage 
Geneva's  application  processing  through  the  spring  of  1990. 

-  In  November  1988,  CTG's  Industrial  Automation  Branch 
was  awarded  a  $3.5  million  contract  from  the  Defense 
System  unit  of  UNISYS  Corporation  to  rehost  and  develop 
software  on  the  Advanced  Weather  Distribution  System  for 
the  U.S.  Air  Force  Systems  Command. 

-  In  March  1987,  CTG  was  awarded  a  $25  million,  multi-year 
systems  integration  project  for  USS  Posco  Industries  (UPI),  a 
joint  venture  company  of  USX  Corporation  and  Korea-based 
Pohang  Steel  Company. 

CTG  responsibilities  included  building  a  data  center, 
creating  a  computer  envirormient,  migrating  systems  and 
data,  and  developing  new  application  software  to  support 
major  shop  floor  control  enhancements. 

CTG  has  completed  the  first  three  phases.  However,  the 
application  development  project  has  experienced  delays. 
CTG  is  working  with  UPI  management  to  complete  the 
project. 

•  CTG's  Amtec  subsidiary,  located  in  Los  Angeles,  supports 
aerospace  business.  Clients  include  Rockwell  and  the  Jet 
Propulsion  Laboratory. 

•  In  February  1989,  CTG  announced  the  formation  of  Tailored 
Applications  Solutions  (TAS),  a  specialty  group  targeting  the 
CIM  marketplace.  The  TAS  group  is  based  in  Milwaukee  (WI). 

-  TAS  provides  consulting,  planning,  and  programming 
services  to  manufacturers  and  distributors  and  offers 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


Page  9  of  13 


COMPUTER  TASK  GROUP,  INC. 


INPUT 


tailorable,  baseline  software  products  for  Master  Production 
Scheduling,  Process  Industries  Manufacturing, 
Manufacturing  Planning  and  Control,  Sales  Order 
Management,  and  Purchasing. 

-  The  TAS  group  is  currently  working  on  a  logistics 
management,  order  processing,  distribution,  and  master 
scheduling  integrated  system  for  a  European  manufacturer. 

Financial  Services: 

•  CTG  staff  has  expertise  in  the  following  applications: 

-  Retail  banking 

-  Wholesale  banking 

-  Bank/branch  automation 

-  Corporate  support  systems 

-  International  banking 

-  Trust/asset-based  systems 

-  ATM/POS  networking 

-  Insurance  systems 

-  Brokerage  systems 

•  CTG  provides  consulting  services  in  the  following  areas: 

-  Banking  operations 

-  Hardware/software  evaluation 

-  Project  management 

-  Backup/recovery 

-  Quality  assurance 

-  Implementation  methodology 

-  Planning 

-  Testing 

•  CTG  has  project  development  experience  in  the  following 
service  areas: 

-  Entire  project  teams 

-  Conversion  teams 

-  Package/product  support  services 

-  IMS  DB/DC  IDMS  support 

-  Application  support 

-  Installation/maintenance  support 

Telecommunications: 

•  Functional  services  provided  include: 
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-  Strategic  planning 

-  Project  management 

-  Data  administration 

-  Analysis  and  design 

-  Performance  tuning 

-  Automated  conversions  training 

-  Information  center  review  and  design 

-  Software  package  modification  and  installation 

-  Local  and  wide  area  network  design 

•  Applications  supported  include: 

-  Customer  services:  Order  entry,  order 
distribution,  order  tracking,  message  processing,  billing, 
collections,  customer  inquiry. 

-  Network  services:  Plant  inventories,  technical  work 
scheduling,  facility  assignments  and  maintenance, 
networking  software,  LAN  design. 

-  Operator  services:  Directory,  directory  assistance,  and 
intercept. 

-  Marketing  services:  Market  analysis,  product  analysis,  and 
sales  office  support. 

•  Projects  in  this  area  include  the  following: 

-  CTG  developed  a  strategic  plan  to  enhance  the  bundling  and 
cross-selling  of  the  products  and  services  of  a  major  New 
York  City-based  financial  services  and  credit  card  company. 
The  plan  included  architectural  specifications  for  the 
deployment  of  a  distributed  voice/data  communications  and 
integrated  data  base  network. 

-  CTG  designed  and  implemented  an  LU-6.2  network  to  serve 
over  800  agents  for  a  Fortune  100  New  York  City  insurance 
company. 

-  CTG  designed  and  installed  a  custom  hybrid  local  area 
network  for  the  New  York  City  headquarters  of  a  large  bank. 
The  network  integrated  six  data  centers  and  linked  hundreds 
of  users  with  gateway  technologies. 

CTG  has  expanded  its  services  to  other  industries,  including  health 
care. 
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•  CTG  is  currently  developing  an  integrated  medical 

management  system  for  the  Cleveland  Clinic.  The  project  is  in 
the  range  of  $25  million  and  will  use  specially  licensed  or 
acquired  state-of-the-art  estimating,  planning,  and  development 
tools  to  reduce  the  overall  project  risk. 

The  CTG  Technology  Center,  formed  in  1985,  markets  CTG's 
conversion  services;  houses  the  company's  Corporate  Projects 
Office,  which  manages  major  software  development  projects  in 
excess  of  $5  million;  and  functions  as  the  technical  resource  for 
CTG,  supporting  ongoing  requirements  for  training  and 
administration  services. 


Industry  Markets      CTG's  target  markets  include  large  organizations  in  discrete  and 

process  manufacturing,  financial  services,  telecommunications, 
and  utilities.  Eighty-five  of  the  Fortune  100  companies  are  CTG 
clients. 

CTG's  client  base  is  segmented  approximately  as  follows: 


Manufacturing 

-  Machinery  and  electronic  equipment  19% 

-  Chemical  and  petroleum  12% 

-  Metals  9% 

-  Other  18% 

58% 

Services  19% 

Banking  and  finance  12% 

Distribution  4% 

Other  7% 


100% 


Geographic  Approximately  96%  of  CTG's  1988  revenue  was  derived  from  the 

Markets  U.S.,  2%  from  Canada,  and  2%  from  the  U.K. 

A  three-year  geographic  source  of  revenue  summary  follows: 
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THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

1988 

1987 

1986 

ITEM 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

U.S. 

$209.5 

96% 

$164.0 

96% 

$141.4 

99% 

Canada 

4.0 

2% 

2.9 

2% 

0.5 

U.K. 

4.8 

2% 

3.2 

2% 

1.4 

1% 

Germany 

0.4 

TOTAL 

$218.7 

100% 

$170.1 

100% 

$143.3 

100% 

CTG  has  71  offices  and  20  project  development  centers  in  the 
U.S.,  Canada,  and  the  U.K. 


Computer  CTG  has  various  computers  installed  at  its  Technology  Center  in 

Hardware  and  Orchard  Park  (NY),  including  the  following: 

Software 

•  1  IBM  3090 

•  1  IBM  4381-2,  MVS,  VM,  CMS,  DOS/VSE 

•  1  IBM  4341-12,  MVS,  CMS,  DOS/VSE 

•  1  DEC  VAX-1 1/750,  VMS 
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INFORMATION  RESOURCES, 
INC. 

150  North  Clinton  Street 
Chicago,  IL  60606 
(312)  726-1221 


John  Malec,  Chairman 

Gian  Fulgoni,  Vice  Chairman  and  CEO 

Public  Corporation,  OTC 

Total  Employees:  1,681 

Total  Revenue,  Fiscal  Year  End 

12/31/88:  $129,170,000 
Information  Services  Revenue: 

$40,000,000* 

•INPUT  estimate 


The  Company  Information  Resources,  Inc.  (IRI)  was  organized  in  1977  to  apply 

new  technology  to  the  collection  and  analysis  of  market  data  on 
consumer  purchasing.  IRI  develops  and  maintains  data  bases  for 
batch  and  on-line  processing  services,  and  markets  decision 
support  software  and  other  application  software  products  primarily 
to  the  consumer  packaged  goods  industry.  IRI  also  provides 
marketing  strategy  testing  services  using  its  software  and  data 
bases. 

Total  1988  revenue  reached  $129.2  million,  a  22%  increase  over 
1987  revenue  of  $105.5  million.  Net  income  rose  from  a  loss  of  $4 
million  in  1987  to  a  gain  of  $267,000  in  1988.  A  five-year  financial 
summary  follows: 
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INFORMATION  RESOURCES,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1988 

1987(a) 

1986 

1985 

1984 

Revenue 

•   r  erceni  increase 
from  previous  year 

$129,170 
22% 

$105,451 
13% 

$93,634 
25% 

$75,058 
23% 

$61,089 
34% 

Income  Ooss)  before 
taxes 

•   Percent  increase 
^(iprrMip^  frnm 
previous  year 

$450 
106% 

$(7,706) 
(143)% 

$17,931 
13% 

$15,882 
59% 

$9,991 
86% 

Net  income  Ooss) 
•   Percent  increase 
(decrease)  from 
previous  year 

$267 
107% 

$(3,965) 
(140)% 

$10,002 
15% 

$8,725 
48% 

$5,911 
58% 

Earnings  (loss) 

per  share  (b) 

•   Percent  increase 
(decrease)  from 
previous  year 

$0.02 
108% 

$(0.24) 
(140)% 

$0.60 
13% 

$0.53 
43% 

$0.37 
54% 

(a)  Amounts  in  1987  have  been  restated  for  the  acquisition  of  Medialink  and  for  the  GfK 
Testmarktforschung  joint  venture  startup  costs. 

(b)  Reflects  a  3-for-2  stocl<  split  effective  June  1986. 


Revenue  growth  in  1988  was  attributed  to  sales  of  the  company's 
InfoScan  data  base,  decision  support  software  sales,  and  ABA 
retailer  services,  primarily  Apollo  Space  Management  Systems. 

IRI  believes  that  losses  in  1987  were  principally  due  to  a  sales 
slowdown  in  the  face  of  a  potential  merger  with  Dun  &  Bradstreet. 
At  the  end  of  1987  the  FTC  ruled  against  the  proposed  merger  of 
IRI  and  Dun  &  Bradstreet. 

Research  and  development  expenditures  for  the  years  ended 
December  31,  1988, 1987,  and  1986  were  approximately  $2.7,  $2.6, 
and  $2.4  million,  respectively. 

Acquisitions  made  by  IRI  include  the  following: 
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•  In  early  1989,  IRI  acquired  Javelin  Software  Corporation  for  an 
undisclosed  sum.  Javelin  Software  Corporation  develops  and 
markets  Javelin  PLUS,  a  financial  modeling  product  for 
microcomputers. 

•  In  February  1989,  GfK  and  IRI  formed  EuroScan  GmbH,  a 
company  for  scanner-assisted  marketing  and  management 
information.  IRI  owns  19.9%  of  EuroScan  and  has  the  option 
to  increase  its  interests  up  to  49.9%. 

•  In  October  1988  IRI  acquired  the  assets  of  Industry  Systems 
Development,  Inc  (ISD)  for  an  undisclosed  amount.  ISD 
develops  and  markets  retail  automation  software  products. 

•  Also  in  October  1988,  the  company  acquired  the  stock  of 
Richard  E.  Shulman,  Inc.  (RESI)  for  an  undisclosed  amount. 
RESI  is  a  consulting  practice  in  the  retail  industry. 

•  On  October  12, 1988,  IRI  assumed  effective  management  and 
voting  control  of  Medialink  Parent,  Inc.  (Medialink).  IRI  had 
purchased  19%  of  Medialink  in  1987  for  $1,860,000.  IRI 
currently  owns  99.2%  of  Medialink.  Medialink  is  developing  a 
business  communications  system  and  data  base  which  it  is  just 
beginning  to  market. 

•  Effective  January  1, 1987,  IRI  acquired  ABA  Groups,  Inc., 
which  markets  several  computer  and  data  base  services.  The 
transaction  was  effected  by  a  trade  of  approximately  612,000 
common  shares  of  IRI  for  all  issued  and  outstanding  shares  of 
ABA  Groups,  Inc.  Immediately  subsequent  to  the  merger,  the 
name  ABA  Groups,  Inc,  was  changed  to  ABA/IRI,  Inc. 

•  During  1988  IRI  entered  into  an  agreement  with  GfK  GmbH,  a 
German  marketing  research  company,  to  provide  for  licensing 
of  rights  to  IRI's  Inf oScan  technology  for  use  in  western 
European  markets. 

As  of  December  31, 1988,  IRI  had  1,681  full-time  and  872  part- 
time  employees. 

IRI's  products  and  services  are  composed  of  data  base  processing 
services  and  software  license  fees  (termed  "software  support 
services"  by  IRI)  and  marketing  strategies  testing  and  hard  copy 
sales  of  IRI  data  base  information  (termed  "information  services" 
by  IRI).  A  three-year  source  of  revenue  summary  follows: 


Key  Products  and 
Services 
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INFORMATION  RESOURCES,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

1988 

1987 

1986 

ITEM 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

•   Information  services 

$96,844 

75% 

$79,663 

76% 

$71,407 

76% 

•   Software  support 
sen/ices 

$32,326 

25% 

25,788 

24% 

22,227 

24% 

TOTAL 

$129,170 

100% 

$105,451 

100% 

$93,634 

100% 

BehaviorScan^  is  one  of  IRI's  principal  systems  for  gathering 
marketing  data.  BehaviorScan  tracks  the  purchasing  habits  of 
members  of  a  consumer  panel. 

•  The  panel  members  shop  at  participating  stores  just  as  any 
other  consumer,  except  they  identify  themselves  with  a  panel 
membership  card  at  the  checkout  counter.  Panel  members 
purchases  are  recorded  using  UPC  product  code  scaiming 
systems. 

•  Panel  members'  TV  advertising  intake  is  also  regulated  and 
monitored  using  "targetable  TV",  a  system  by  which  different 
advertising  can  be  sent  to  different  homes  watching  the  same 
TV  programs. 

•  Customers  have  access  to  the  BehaviorScan  data  base  in  the 
form  of  a  hard  copy  (The  Marketing  Factbook™)  through  an 
IRI  representative,  or  using  IRI's  query  software  (Prompt™) 
for  on-line  access. 

INFOSCAN"^  tracks  sales  of  all  brands  on  a  national  level,  taking 
into  account  variances  in  price  advertising  and  promotional 
activities. 

•  INFOSCAN's  nationally  representative  sample  contains  66 
major  metropolitan  markets.  Sales  information  is  tracked  for 
over  70,000  households,  and  2,400  supermarkets. 
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DATASERVER  is  a  relational  data  base  management  system 
designed  specifically  for  scanner-based  marketing  information 
applications.  DATASERVER  is  a  mainframe-based  product 
using  pop-up  windows,  and  mouse  control  technology. 

•  DATASERVER  offers  seamless  interfaces  to  many  popular  PC 
software  products,  including  LOTUS  and  Ventura  Publisher. 

•  DATASERVER  is  a  reworked  version  of  EXPRESS,  a  data 
base  management  system  acquired  by  IRI  in  1985. 

CoverStory™  is  an  expert  system  designed  to  sift  through 
extremely  large  data  bases  in  order  to  extract  meaningful  pieces  of 
information. 

IRI  recently  introduced  Express  Financial  Management  System, 
another  reworked  version  of  EXPRESS,  a  decision  support  system 
for  financial  applications. 

APOLLO  PLUS  is  a  software  package  designed  to  aid  consumer 
packaged  goods  vendors  in  shelf  layout  design. 

CORE  is  a  software  product  designed  to  control  communications 
to,  from  and  within  a  store  among  like  and  disparate  systems. 

Retail  File  Support  System  (RFSS)  is  a  software  product  that 
supports  file  maintenance  for  UPC  scanning-based  systems. 

TIME  MANAGEMENT™  is  a  software  product  designed  to  aid 
in  the  optimization  of  labor  scheduling. 


Industry  Markets      IRI  derived  approximately  95%  of  its  1988  revenue  from  consumer 

packaged  goods  manufacturers.  Major  clients  include  Nabisco, 
Johnson  &  Johnson,  Procter  &  Gamble,  General  Foods,  Kellogg, 
G.  D.  Searle,  Kraft,  General  Mills,  Quaker  Oats,  Ralston  Purina, 
and  Coca-Cola. 

The  remaining  5%  of  1988  revenue  was  derived  from  grocery 
stores  and  grocery  store  chains. 

Geographic  In  1988  IRI  derived  86%  of  its  revenue  from  the  U.S.  and  14% 

Markets  from  international  sources.  A  three-year  geographic  source  of 

revenue  summary  follows: 
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INFORMATION  RESOURCES,  INC. 
THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE 
($  thousands) 


FISCAL  YEAR 

1988 

1987 

1986 

ITEM 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

•  U.S. 

$110,840 

86% 

$97,190 

92% 

$89,234 

95% 

•  Foreign 

$18,330 

14% 

$8,261 

8% 

$4,400 

5% 

TOTAL 

$129,170 

100% 

$105,451 

100% 

$93,634 

100% 

IRI  maintains  branch  offices  in  Los  Angeles  and  San  Francisco 
(CA),  Greenwich  (CT),  Parsippany  (NJ),  New  York,  and 
Cincinnati. 

International  offices  are  located  in  Chatswood,  Australia; 
Berkshire,  England;  Paris,  France;  and  Toronto  and  Ontario, 
Canada. 


IRI  maintains  various  IBM  mainframe  and  microcomputers,  DEC 
and  Prime  minicomputers,  and  Compaq  systems  in  its  U.S.  and 
international  offices. 


Computer 
Hardware  and 
Software 
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COMPANY  PROFILE 


MANAGEMENT  SCIENCE  John  P.  Imlay,  Jr.,  Chairman.  President, 

AMERICA,  INC.  and  CEO 

3445  Peachtree  Road,  N.E.  Public  Corporation,  OTC 

Atlanta,  GA  30326-1276  Total  Employees:  2,369  (12/88) 

(404)  239-2000  Total  Revenue,  Fiscal  Year  End 

12/31/88:  $250,009,000 


The  Company  Management  Science  America,  Inc.  (MSA),  founded  in  1963, 

develops,  markets,  and  supports  a  range  of  application  software 
packages  primarily  for  use  on  medium-  to  large-scale  mainframes. 
These  packages  include  financial  and  human  resources  products 
for  cross-industry  applications,  as  well  as  functionally  specific 
applications  for  manufacturers,  financial  institutions,  government 
organizations,  health  care  providers,  educational  institutions, 
distributors,  and  insurance  firms. 

During  the  third  quarter  of  1988,  in  order  to  improve  operating 
efficiency  and  profitability,  MSA  elected  to  recast  its  operations 
and  reposition  itself  in  the  software  industry. 

•  As  part  of  this  recasting  decision,  MSA  committed  to  make  its 
products  compliant  with  IBM's  Systems  Application 
Architecture  (SAA)  and  consolidate  the  development  of  its 
mainframe  manufacturing  software  into  one  product  line. 

•  MSA  also  significantly  reduced  its  staff  level,  closed  certain 
offices,  reorganized  its  operations,  and  wrote-off  certain 
capitalized  software  that  was  no  longer  part  of  the  company's 
strategic  direction. 

•  As  a  result,  MSA's  1988  fmancials  include  recasting  charges  of 
$32.6  million  representing  write-offs  of  capitalized  software, 
accruals  for  severance  payments,  office  shut-down  costs,  and 
other  liabiUties. 

In  May  1989,  MSA  and  IBM  announced  that  IBM  had  made  a  5% 
equity  investment  in  MSA.  Under  the  terms  of  the  agreement, 
IBM  purchased  directly  from  MSA  882,060  shares  of  MSA 
common  stock  at  $11.50  per  share  for  a  total  purchase  price  of 
$10.14  million.  MSA  will  use  the  proceeds  of  the  transaction  for 
general  corporate  purposes,  including  continued  product 
development  based  on  IBM's  SAA. 
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MSA's  1988  revenue  was  $250  million,  a  3%  decrease  from  1987 
revenue  of  $258.5  million. 

•  Losses  of  $33.6  million  for  1988  include  $32.6  million  in 
recasting  charges  as  previously  described. 

•  During  1987,  MSA  changed  its  method  of  accounting  for 
revenue  to  recognize  software  license  fees  upon  delivery  of 
software  to  customers  instead  of  the  former  practice  of 
recognizing  a  substantial  portion  of  the  fees  upon  contract 
execution. 

-  As  a  result,  net  losses  of  nearly  $71  million  for  1987  include  a 
charge  of  approximately  $70.2  million  for  cumulative  effect 
on  prior  years  of  changes  in  accounting  for  revenue 
recognition  and  income  taxes. 

-  Although  financials  prior  to  1987  have  not  been  restated,  on 
a  pro  forma  basis  (assuming  the  change  in  revenue 
recognition  methods  was  applied  retroactively),  net  losses  for 
1987  would  have  been  $726,000. 

•  A  five-year  financial  summary  follows: 
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MANAGEMENT  SCIENCE  AMERICA,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1988 

1987 

1986 

1985 

1984 

Revenue 

•   Percent  increase 
(decrease)  from 
previous  year 

$250,009 
(3%) 

$258,543 

(a) 
34% 

$193,449 
28% 

$151,661 
7% 

$141,816 
21% 

Income  (loss)  before  taxes 
extraordinary  items 
•   Percent  increase 

(decrease)  from 

previous  year 

$(33,559) 
(b) 

* 

$948 
(97%) 

$36,142 
243% 

$10,544 
(58%) 

$25,393 
30% 

Net  income  (loss) 
•   Percent  increase 
(decrease)  from 
previous  year 

$(33,559) 
* 

$(70,959) 
(c) 

* 

$18,741 
173% 

$6,860 
* 

$243 
(98%) 

Earnings  (loss)  per 
share 

•   Percent  increase 
(decrease)  from 
previous  year 

$(2.02) 
* 

$(4.11) 
* 

$1.03 
(98%) 

$0.39 
2% 

$0.01 
51$ 

Pro  fornna  amounts  (d) 

•  Net  income  (loss) 

•  Earnings  (loss)  per 
share 

$726 
$(0.04) 

$13,193 
$0.73 

$3,665 
$0.21 

$(7,286) 
$(0.43) 

*      Percent  change  not  meaningful. 

(a)  If  pro  forma  amounts  are  used,  1987  revenue  increased  approximately  43%  over  1986  pro  forma 
revenue  of  $180.8  miiiion. 

(b)  Includes  recasting  charges  of  approximately  $32.6  million. 

(c)  Includes  approximately  $71  million  in  charges  from  the  cumulative  effect  on  changes  in 
accounting  for  revenue. 

(d)  Assumes  the  change  in  revenue  recognition  methods  is  applied  retroactively. 

MSA  management  attributes  revenue  declines  during  1988  to  a 
decline  in  deliveries  of  software  and  a  change  in  the  product  mix 
of  the  items  delivered.  The  change  in  the  mix  of  revenues  in  1988 
resulted  in  part  from  a  change  in  marketing  strategy  and  price 
allocation  to  place  greater  emphasis  on  support  services,  thus 
increasing  the  service  revenue  portion  of  the  initial  software 
package  contract  compared  with  the  license  fee  amount. 
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Revenue  for  the  six  months  ending  June  30,  1989  was  $130.4 
milHon,  compared  to  $131.9  miUion  for  the  same  period  in  1988. 
Net  income  was  $6.5  million,  compared  to  net  income  of  $8.2 
million  for  the  first  half  of  1988. 

MSA's  current  organization  structure  is  shown  in  the  exhibit.  The 
company  operates  through  the  following  units: 

•  MSA  Advanced  Manufacturing,  Inc.  (AMI),  formed  in  1987, 
combines  the  product  line  acquired  with  Comserv  Corporation 
in  1986  and  MSA's  manufacturing  products.  AMI  provides 
manufacturers  with  complete  MRP  II,  financial,  distribution, 
and  human  resource  applications.  AMI  also  offers  a  complete 
line  of  educational  products  including  video  instruction  and 
training,  as  well  as  on-site  consulting  services. 

•  MSA  Information  Systems  Group  (ISG)  markets  and  supports 
MSA  software  products  to  U.S.  customers  in  banking, 
insurance,  general  business,  government,  utilities,  health  care, 
and  the  services  industries.  ISG  also  manages  MSA's  Market 
Alliance  Program,  which  involves  cooperative  product 
development,  support,  and  marketing  with  Honeywell  Bull, 
NCR,  and  Unisys. 

•  Information  Associates,  Inc.  (lA),  headquartered  in  Rochester 
(NY),  was  acquired  by  MSA  in  1986.  lA  provides  application 
software  to  the  higher  education  market. 

•  MSA  International,  Inc.,  markets  and  supports  MSA's  software 
products  outside  the  U.S.  International  operations  include: 

-  Management  Science  America  (Canada)  Ltd., 
headquartered  in  Toronto 

-  MSA  (Management  Science  America)  Limited, 
headquartered  in  Maidenhead,  Berkshire  (U.K.) 

-  Management  Science  America  (Australia)  Pty.  Ltd., 
in  North  Sydney 

-  MSA  Deutschland  GmbH  &  Co.  OHG, 
headquartered  in  Munich 

-  MSA  Italia  S.r.l,  headquartered  in  Milan 

-  MSA  France  S.A.,  headquartered  in  Paris 
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MSA  ORGANIZATION  CHART 
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-  RTS  Limited,  based  in  Dublin,  provides  AMAPS 
manufacturing  and  financial  software  products  for  IBM 
System  36  and  38  computers.  RTS  was  acquired  by  MSA  in 
1986. 

As  of  December  31,  1988,  MSA  had  2,369  employees.  Of  these, 
1,902  were  located  in  the  U.S.  and  467  were  employed  in  other 
countries.  The  current  number  of  employees  is  approximately  the 
same. 

Major  competitors  for  MSA's  financial  management  software 
include  McCormack  &  Dodge  (Dun  &  Bradstreet)  and  Computer 
Associates.  Competition  in  the  manufacturing  software  area 
comes  from  IBM  and  Martin  Marietta  Data  Systems. 


Key  Products  and  A  three-year  summary  of  source  of  revenue  follows: 
Services 


MANAGEMENT  SCIENCE  AMERICA,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1988 

1987 

1986(a) 

ITEM 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

Software  package 
license  fees 

$94.4 

38% 

$126.0 

49% 

$90.8 

50% 

Support  services 

153.6 

61% 

130.5 

50% 

88.9 

49% 

Other 

2.0 

1% 

2.0 

1% 

1.1 

1% 

TOTAL 

$250.0 

100% 

$258.5 

100% 

$180.8 

100% 

(a)    For  comparative  purposes,  pro  forma  results  have  been  used  for  1986. 


MSA  has  licensed  over  24,500  of  its  products  to  more  than  7,500 
customers  in  61  countries  worldwide. 

•  Approximately  75%  of  the  Fortune  500  companies  use  one  or 
more  of  the  company's  packages. 

•  MSA  offers  cross-industry  application  products  for  IBM  370, 
43XX,  30XX,  9370,  System  36  and  38;  Unisys  1100,  2200,  V 
series,  A  series,  39XX,  39XX,  49XX,  59XX,  and  7XXX; 
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Honeywell  Bull  DPS  8,  DPS  88,  DPS  90,  and  DPS  8000;  and 
NCR  85XX,  86XX,  88XX,  and  9800  series  computers. 

-  Manufacturing  applications  are  also  provided  for  the  HP 
3000  and  IBM  36/38  minicomputers,  as  well  as  IBM 
mainframes. 

-  Higher  education  administrative  software  is  available  for 
DEC  VAX  and  Micro  VAX  systems,  as  well  as  IBM 
mainframes. 

•  MSA  supports  the  major  IBM  operating  environments  and 
popular  data  base  management  systems  such  as  IBM's  DB2, 
IMS,  and  DL/I;  Computer  Associates'  DATACOM/DB  and 
IDMS/R;  and  Software  AG's  AD  ABAS. 

MSA  provides  the  Expert  Series,  a  line  of  software  products  for 
financial,  human  resources,  and  manufacturing  applications. 
Cross-industry  products  available  include  the  following: 

•  Accounts  Payable  provides  control  of  the  disbursement  process, 
from  document  matching,  invoice  entry,  and  approval,  to 
payment  processing  and  reconciliation. 

•  Accounts  Receivable  provides  credit  and  collection 
management,  interactive  cash  application  faciUties,  and 
customer  correspondence, 

•  ALLTAX'^  provides  tax  coverage  by  calculating  payroll  and 
withholding  taxes  for  businesses  in  the  U.S.  and  Canada. 

•  Budgetary  Control  manages  the  budgeting,  accounting,  and 
procurement  process  in  government,  education,  and  other 
public-sector  environments. 

•  Distribution  Resource  Planning  monitors  inventories,  customer 
service  levels,  and  other  resources  to  develop  an  integrated 
time-phased  inventory  plan  that  drives  the  purchasing 
scheduling  process.  The  system  supports  economic  ordering, 
safety  stock  management,  inventory  allocation,  transportation 
planning,  and  performance  reporting. 

•  Expert  EDI  is  MSA's  electronic  data  interchange  product. 

•  Financial  Controller  provides  validation,  data  interchange,  and 
total  information  access  to  integrate  all  financial  applications. 
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•  Fixed  Assets  Accounting  provides  property  control  and  tax 
accounting,  including  compliance  with  tax  and  regulatory 
changes. 

•  Forecasting  and  Modeling  provides  complete  decision  support 
for  "what  if?"  analysis  and  planning  through  integration  with  the 
MSA  General  Ledger,  Accounts  Payable,  Accounts  Receivable, 
and  Payroll/Personnel  Systems,  as  well  as  with  in-house 
systems. 

•  Foreign  Exchange  provides  multicurrency  processing  through 
integration  with  MSA's  General  Ledger,  Accounts  Payable,  and 
Accounts  Receivable  Systems,  as  well  as  in-house  systems. 

•  General  Ledger  provides  accounting  and  auditing  functions, 
including  realtime  budgeting  and  planning  facilities,  cost- 
accounting  functions,  and  management  reporting. 

•  Health  Care  Decision  Support  provides  a  data  base  of  clinical 
and  financial  information  for  case  mix  management,  offers 
detail  or  summary-level  cost  determination  of  products  or 
services  for  comprehensive  product  line  costing,  and  provides 
productivity  analysis  for  variances  between  actual  and  earned 
labor,  material,  and  overhead  costs.  In  addition,  Patient 
Accounting  from  TDS  Healthcare  Systems  Corporation  is 
marketed  by  MSA  to  provide  integrated  financial  and  patient 
accounting. 

•  Payroll/Personnel  meets  internal,  regulatory,  accounting,  and 
auditing  requirements  in  producing  payroll  checks,  labor 
distribution  reports,  salary  reviews,  manpower  planning,  and 
other  human  resource  reports.  The  system  fully  supports 
recruiting,  hiring,  payment  policies,  taxing  considerations, 
benefits  administration,  compensation  administration,  and 
employee  relations. 

•  International  Personnel  and  Payroll,  marketed  outside  North 
America,  provides  a  range  of  business  applications  required  by 
the  personnel,  benefits,  employee  relations,  payroll,  and 
accounting  departments. 

•  Inventory  provides  control  of  obtaining,  storing,  and  issuing 
inventory.  The  system  can  help  reduce  the  cost  of  inventory, 
ensure  satisfactory  stock  levels,  and  streamline  replenishment. 

•  Order  Processing  supports  customer  service  by  controlling 
order  entry,  shipment  support  and  billing,  and  other  order 
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management  activities  through  easy-to-use,  interactive,  realtime 
facilities, 

•  Project  Tracking  monitors,  controls,  and  reports  on  all  kinds  of 
major  projects,  from  budget  to  completion. 

•  Purchasing  provides  on-line  facilities  that  streamline  the  entire 
purchasing  cycle,  including  processing  requisitions,  quotations, 
purchase  orders,  receipts,  and  inspections. 

•  Sales  Forecasting  supports  the  requirements  of  manufacturers, 
wholesalers,  and  retailers  by  providing  decision  support  tools 
for  structured  management  plaiming  and  forecast  management. 
The  system  supports  multilevel  forecasts,  group  level 
adjustments,  new  product  forecasts,  and  performance  reporting. 

Information  Expert*^  is  MSA's  information  management 
environment  that  integrates  MSA  applications  with  in-house- 
developed  and  other  third-party  systems.  Since  its  introduction  in 
1985,  Information  Expert  has  been  delivered  to  more  than  3,000 
customers.  Information  Expert  components  include  the  following: 

•  Expert  Reporting™  guides  users  through  retrieval  and 
reporting  of  information  from  multiple  data  bases  and 
applications. 

•  ExpertLink'^  permits  two-way  communications  between 
microcomputers  and  mainframes. 

•  Expert  Query™  provides  natural  language  interfaces  to  allow 
users  to  interact  with  management  information  systems. 

•  Expert  Screen  Painting™  provides  end  users  with  realtime 
screen  building  facilities. 

•  Expert  Language  is  a  fourth-generation  language. 

•  Expert  Data  Dictionary  allows  users  to  integrate  all  their 
software  under  one  centralized  environment. 

The  BrightView™  series  of  cooperative  processing  application 
software  products,  announced  in  November  1988,  is  designed 
specifically  for  MIS  staff  and  application  users.  The  products 
allow  a  portion  of  the  information  processing  previously  executed 
on  the  mainframe  to  be  performed  on  an  intelligent  workstation. 

Smart  View™,  introduced  in  June  1989,  is  an  executive 
information  facility  that  is  targeted  to  senior  executives.  This 
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facility  will  initially  be  available  for  MSA's  General  Ledger 
product  in  the  fourth  quarter  of  1989.  Smart  View  is  a  result  of  an 
agreement  signed  earlier  this  year  between  MSA  and  Comshare. 

In  addition  to  cross-industry  software  for  financial  management 
and  human  resources  applications,  MSA  also  offers  versions  of  its 
products  for  specific  industry  markets,  as  follows: 

Manufacturing: 

MSA  Advanced  Manufacturing  Inc.,  provides  systems  that  support 
repetitive/just-in-time  (JIT),  process,  and  government  contract 
manufacturing  environments.  This  unit  serves  over  3,000 
customers,  including  75%  of  the  Fortune  500. 

•  AMAPS/Q  manufacturing  system  is  marketed  to 
repetitive/just-in-time  discrete  manufacturers  and  has 
capabilities  to  support  process  manufacturers.  It  is  used  in  both 
single-plant  and  multiple-plant  environments.  It  runs  on  IBM 
and  compatible  mainframes  and  is  supported  by  all  major  data 
base  environments,  including  DATACOM/DB,  IDMS/R,  and 
AD  ABAS,  in  addition  to  IBM's  IMS,  DLl,  and  future  support 
ofDB2.  Modules  include: 

-  Bill  of  Materials 

-  CADlink 

-  Capacity  Requirements  Planning 

-  Contract  Engineering  System 

-  Cost  Development  System 

-  Cost  Management  System 

-  Lot  Traceability  System 

-  Management  Reporting  System 

-  Master  Production  Scheduling 

-  Material  Control  System 

-  Multiproduct  Management  System 

-  Process  and  Routing  System 

-  Purchasing  Control  System 

-  Schedule-Managed  Production 

-  Shop  Floor  Control 

•  The  AMAPS/M  manufacturing  system  for  discrete  and 
repetitive/just-in-time  manufacturers  is  no  longer  actively 
marketed. 

•  AMAPS/3000  manufacturing  system  is  marketed  to 
manufacturers  looking  for  an  integrated  manufacturing  and 
financial  application  solution.  It  is  used  by  repetitive/just-in- 
time,  discrete,  and  process  manufacturers  in  both  single-plant 
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and  multiple-plant  environments.  It  runs  on  HP  3000  and 
Spectrum  minicomputers.  Modules  include: 

-  Accounts  Payable 

-  Accounts  Receivable 

-  Bill  of  Materials 

-  Capacity  Requirements  Planning 

-  Cost  Management 

-  General  Ledger 

-  Lot  Traceability 

-  Master  Production  Scheduling 

-  Material  Control 

-  Material  Requirement  Planning 

-  Order  Management 

-  Process  and  Routing 

-  Purchasing  Control 

-  Schedule-Managed  Production 

-  Shop  Floor  Control 

-  Standard  Costing 

•  AMAPS/36  and  AMAPS/38  are  marketed  primarily  to  large- 
system  customers  with  distributed  environments,  multinational 
manufacturers,  and  manufacturers  migrating  from  a  mainframe 
to  minicomputer  environment.  The  products  run  on  IBM 
System  36  and  38  computers. 

-  AMAPS/36  and  AMAPS/38  Manufacturing  Systems  are 
software  applications  designed  to  meet  production  control 
requirements.  System  modules  include  Inventory 
Management,  Material  Requirements  Plaiming,  Purchasing, 
Order  Processing,  and  Production  Cost  Management.  The 
Manufacturing  System  is  fully  integrated  with  the 
AMAPS/36  and  AMAPS/38  Financial  System. 

-  The  MSA  AMAPS/36  and  AMAPS/38  Financial  Systems 
provide  cash  and  financial  management  with  special  features 
for  consolidation,  currency  conversion,  and  intercompany 
reporting.  The  system  also  conforms  to  local,  legal,  fiscal, 
and  language  requirements  throughout  the  world.  The 
AMAPS/36  and  AMAPS/38  Financial  Systems  consist  of 
integrated  accounting  applications  that  are  fully  integrated 
with  the  AMAPS/36  and  AMAPS/38  Manufacturing 
Systems.  Modules  include  Accounts  Payable,  Accounts 
Receivable,  Cash  Controller,  General  Ledger,  and  Fixed 
Assets. 

•  AMAPS/G  manufacturing  system  is  marketed  to  manufacturers 
who  manufacture  to  contractors,  primarily  government 
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contractors.  The  system  addresses  the  special  reporting 
requirements  of  contract  manufacturers.  The  system  runs  on 
IBM  and  compatible  mainframes.  Modules  include: 

-  Costing  System 

-  Bill  of  Materials  System 

-  Capacity  Requirements  Planning 

-  Contract  Engineering  System 

-  Master  Production  Scheduling 

-  Material  Control  System 

-  Material  Requirements  Plarming 

-  Process  and  Routing  System 

-  Purchasing  Control  System 

-  Shop  Floor  Control 

•  MSA's  CIM  Partners  Program  provides  for  the  cooperative 
development  of  interfaces  between  MSA  manufacturing 
products  and  products  from  other  vendors.  MSA  currently  has 
CIM  Partners  agreements  with  the  following  companies: 
Tandem  Computers;  Rexnord,  Inc.;  Infolink  Corp.;  Metro 
Controls;  and  Aion  Corp. 

Health  Care: 

MSA  provides  an  integrated  line  of  patient  accounting  and 
information  systems  for  hospitals  with  300  or  more  beds. 

•  MSA  applications  include  Cost  Accounting,  Case  Mix 
Management,  General  Ledger,  Accounts  Payable,  Patient 
Accounting,  Purchasing,  Inventory,  Fixed  Assets,  and 
Payroll/Personnel. 

•  There  are  currently  over  200  health  care  customers. 
Higher  Education: 

Through  Information  Associates,  Inc.  (lA),  MSA  markets  the 
Series  Z  product  line  to  colleges  and  universities. 

•  The  products,  which  run  on  DEC  and  IBM  mid-range  systems, 
include  Financial  Records  System,  Student  Information  System, 
Human  Resource  System,  and  Alumni/Development  System. 

•  There  are  currently  over  450  customers  worldwide. 
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Financial  Services: 

MSA  provides  integrated  financial  accounting  software  to  over  750 
banks,  savings  and  loans,  and  insurance  companies  located  in  30 
countries.  Clients  use  MSA  products  for  property  control, 
financial  and  tax  accounting,  depreciation  forecasting, 
disbursement  control,  purchasing,  personnel  management,  and 
payroll. 

Government: 

To  serve  the  information  management  needs  of  city,  county,  state, 
and  federal  governments,  MSA's  products  can  be  used  individually 
or  integrated  into  a  complete  system.  Products  include  Budgetary 
Control,  General  Ledger,  Accounts  Payable,  Accounts  Receivable, 
EDI,  Purchasing,  Human  Resources,  Inventory,  and  Fixed  Assets. 

Logistics: 

Integrated  systems  include  Demand  Management,  for 
manufacturers  with  integrated  distribution;  Materials 
Management,  for  organizations  that  consume  materials  internally; 
and  Distribution  Management,  for  wholesalers/distributors, 
retailers,  and  manufacturers  with  separate  distribution  operations. 
Products  include  Accounts  Payable,  Accounts  Receivable,  EDI, 
Inventory,  Distribution  Resource  Planning,  Order  Processing, 
Purchasing,  and  Sales  Forecasting. 

-  MSA's  Expert  EDI  product  allows  purchasing,  order 
processing,  accounts  payable,  and  accounts  receivable 
systems  to  communicate  directly  with  customer  and  supplier 
systems. 

MSA/vendor  agreements  include  the  following: 

•  MSA's  Market  Alliance  Program  manages  the  cooperative 
product,  support,  and  development  and  marketing  efforts 
between  MSA  and  Honeywell  Bull,  NCR,  and  Unisys. 

MSA  offers  the  following  customer  support  services: 

•  Consulting  services  include  on-site  implementation  planning, 
project  management,  data  conversion,  system  design,  and 
general  consulting,    MSA  can  also  customize  its  software  to 
meet  user-specific  requirements. 
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•  MSA  offers  its  customers  over  150  different  education  courses 
from  major  training  centers  worldwide.  More  than  100,000 
students  were  trained  in  MSA  systems  during  1988. 

•  The  company  also  offers  the  following  computer-based  services: 

-  Expert  Insight  gives  customers  24-hour  access  to  MSA's 
Client  Support  Center  in  Adanta  through  a  PC-to-PC  link 
and  allows  the  customer  to  browse  a  data  base  of  timely 
product  information  and  system  corrections. 

-  Computer-Based  Diagnostics  provides  a  direct,  interactive 
link  between  the  customer's  mainframe  computer  and  the 
MSA  Client  Support  Center.  With  this  service,  customers 
give  MSA  selective  access  to  their  relevant  system  files  or 
programs. 


Industry  Markets      MSA's  revenue  is  derived  approximately  as  follows: 


Manufacturing  45% 

Banking  and  finance  14% 

Government/education  12% 

Distribution  6% 

Commercial/transportation  5% 

Medical  5% 

Utilities  4% 

Services  3% 

Insurance  3% 

Other  3% 


100% 

More  than  three-fourths  of  the  Fortune  500  companies  use  one  or 
more  of  MSA's  packages. 


Geographic  Approximately  76%  of  MSA's  1988  revenue  was  derived  from 

Markets  North  America  and  24%  from  international  sources.  A  three-year 

summary  of  source  of  revenue  follows: 
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MANAGEMENT  SCIENCE  AMERICA,  INC. 
THREE-YEAR  SOURCE-OF-REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1988 

1987 

1986 

ITEM 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

North  America 

$190.0 

76% 

$208.6 

81% 

$145.6 

75% 

Europe 

43.6 

18% 

36.3 

14% 

34.1 

18% 

Other 

15.5 

6% 

13.6 

5% 

13.7 

7% 

TOTAL 

$250.0 

100% 

$258.5 

100% 

$193.4 

100% 

U.S.  offices  are  located  in  Atlanta,  Boston,  Boulder,  Chicago, 
Columbus,  Dallas/Ft.  Worth,  Denver,  Detroit,  Houston,  Los 
Angeles,  Minneapolis/St.  Paul,  Nashville,  New  Haven,  New  York 
City,  Omaha,  Philadelphia,  Phoenix,  Rochester,  San  Diego,  San 
Francisco,  Seattle,  Syracuse,  and  Washington,  D.C. 

Foreign  offices  are  located  in  Canada,  the  U.K.,  Belgium,  France, 
West  Germany,  Italy,  Spain,  Australia,  and  The  Netherlands. 
MSA  also  has  representatives  in  Brazil,  Mexico,  Peru,  and  Puerto 
Rico. 


Computer  MSA  maintains  various  equipment  at  its  Atlanta  headquarters, 

Hardware  and         including  the  following: 

Software 

•  1  IBM  3090-400,  operating  under  MVS/XA 

•  1  IBM  3081-K32,  operating  under  MVS/XA 

•  1  IBM  4381-P14,  operating  under  VM/DOS  VSE 

•  1  IBM  4381-Q24,  operating  under  MVS/XA 
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COMPANY  PROFILE 


SYSTEM  SOFTWARE  Roger  E.  Covey,  Chairman  and  President 

ASSOCIATES,  INC.  Public  Corporation,  OTC 

200  West  Madison  Total  Employees:  400  (1/90) 

Suite  3200  Total  Revenue,  Fiscal  Year  End 
Chicago,  IL  60606  10/31/89:  $94,952,000 

(312)  641-2900 


The  Company  System  Software  Associates,  Inc.  (SSA),  founded  in  1981, 

develops,  markets,  and  supports  two  software  products. 

•  BPCS  (Business  and  Planning  Control  System)  is  an  integrated 
line  of  business  software  for  manufacturing,  financial  and 
distribution  management  applications  designed  to  run  on  IBM's 
AS/400  and  System  3/X  midrange  computers. 

•  The  company's  second  product,  AS/SET™,  was  introduced  in 
November  1989.  AS/SET  is  a  software  engineering  technology 
CASE  tool  designed  exclusively  for  software  applications 
design,  development,  and  maintenance  on  the  AS/400. 

SSA's  products  are  marketed  in  30  countries  through  SSA's  major 
accounts  division,  SSA  branch  offices,  and  an  Affiliate  Business 
Partner  Network  of  58  independent  companies  around  the  world. 

During  1987,  SSA  acquired  three  of  its  affiliate  operations  and 
established  a  Corporate  Customer  Support  group,  all  of  which 
provide  professional  services  on  a  fee  basis. 

During  1987,  SSA  also  entered  into  the  hardware  business  as  a 
result  of  its  acquisition  of  ASE  Services,  Inc.  (an  IBM  Industry 
Remarketer)  and  the  introduction  of  its  computer-integrated 
manufacturing  (CIM)  product,  CIMPath™. 

In  February  1987,  SSA  made  an  initial  public  offering  of 
approximately  1.4  million  shares  of  common  stock,  of  which  over 
900,000  shares  were  offered  by  SSA  and  the  remaining  shares  by 
selling  stockholders.  Net  proceeds  to  the  company  of 
approximately  $10.5  million  have  been  used  primarily  for  the 
acquisitions  made  during  fiscal  1987. 
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SSA  declared  3-for-2  splits  in  January  1989  and  again  in 
December  1989. 

Fiscal  1989  revenue  reached  $95  million,  a  54%  increase  over 
fiscal  1988  revenue  of  $61.5  million.  Net  income  rose  78%,  from 
$6.2  million  in  fiscal  1988  to  over  $11.1  million  in  fiscal  1989.  A 
five-year  financial  summary  follows: 

SYSTEM  SOFTWARE  ASSOCIATES,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

10/89 

10/88 

10/87 

10/86 

10/85 

Revenue 

$94,952 

$61,525 

$30,893 

$16,087 

$9,439 

•   Percent  increase 

from  previous  year 

54% 

99% 

92% 

70% 

138% 

income  before  taxes 

$17,968 

$9,750 

$5,962 

$3,260 

$1,953 

•   Percent  increase 

from  previous  year 

84% 

64% 

83% 

67% 

93% 

Net  income 

$11,140 

$6,248 

$3,302 

$1,760 

$1,055 

•   Percent  increase 

from  previous  year 

78% 

89% 

88% 

67% 

91% 

Earnings  per  share  (a) 

$0.94 

$0.53 

$0.30 

$0.19 

$0.13 

•   Percent  increase 

63% 

from  previous  year 

77% 

77% 

58% 

46% 

(a)    Restated  to  reflect  a  3-for-2  common  stock  split,  effected  as  a  stock  dividend,  effective  January 
12.  1990. 


SSA  management  attributes  revenue  increases  to  the  success  of 
the  company's  BPCS  product  line  for  IBM's  AS/400  line  of 
computers,  the  continued  expansion  of  the  company's  global 
affihate  network,  international  major  accounts  transactions,  and 
strong  performance  by  its  London,  Chicago,  Boston,  and  Sydney 
branches. 

Past  acquisitions  made  by  SSA  include  the  following: 

•  In  October  1987,  SSA  acquired  certain  assets  and  the  business 
of  Admin  EDP  Pty  Ltd.,  its  Australian  affiliate,  for 
approximately  $2.1  million  in  cash  and  29,815  shares  of 
common  stock. 
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•  In  June  1987,  SSA  acquired  Outlook,  Inc.,  a  provider  of 
decision  support  software  for  the  IBM  3X  product  line. 

•  In  June  1987,  SSA  acquired  ASE  Services,  Inc.,  its  New 
England  affiliate,  for  $4.2  million  in  cash  and  16,833  shares  of 
common  stock, 

•  In  December  1986,  SSA  purchased  Syncrocom,  Inc.,  its  Chicago 
area  affiliate,  for  approximately  $540,000  in  cash  and  stock. 

SSA's  primary  worldwide  competitor  is  IBM  and  its  MAPICS 
product. 


Key  Products  and  Approximately  83%  of  SSA's  fiscal  1989  revenue  was  derived  from 
Services  applications  software  products  and  hardware  sales.  The  remaining 

17%  of  revenue  was  derived  from  client  support  services. 

A  three-year  source  of  revenue  summary  follows: 

SYSTEM  SOFTWARE  ASSOCIATES,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

10/89 

10/88 

10/87 

ITEM 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

Software  products 
Client  support 
Hardware 

$79.2 

(a) 
$15.8 

(a) 

83% 
(a) 
17% 

(a) 

$44.9 
9.4 
7.2 

73% 
15% 
12% 

$26.1 
3.1 
1.7 

84% 
10% 
6% 

TOTAL 

$95.0 

100% 

$61.5 

100% 

$30.9 

100% 

(a)    Hardware  sales  are  now  reported  with  software  sales.  Separate  figures  are  not  available. 


SSA's  primary  software  product  line-known  as  the  Business 
Planning  and  Control  System  (BPCS)-consists  of  over  25 
integrated  products  designed  for  manufacturing,  distribution,  and 
financial  applications  for  IBM  AS/400,  System/38,  and  System/36 
computers. 

In  June  1988,  SSA  announced  the  availability  of  its  complete  line 
of  products  (BPCS/400)  in  native  mode  on  the  AS/400 
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concurrently  with  the  IBM  announcement  of  this  new  line  of 
midrange  computers.  SSA  expects  that  the  AS/400  will  be  the 
primary  platform  for  its  products  in  the  foreseeable  future. 

SSA's  current  BPCS  products  include  the  following: 

•  Manufacturing  Products 

-  Material  Requirements  Planning  (MRP)  identifies 
purchasing  and  production  scheduling  actions  that  are 
needed  in  response  to  day-to-day  events. 

-  JIT/Repetitive  Manufacturing  provides  support  for  just-in- 
time  manufacturing  techniques  and  support  for  repetitive 
process  manufacturers  (not  available  for  the  System/36). 

-  Manufacturing  Data  Management  allows  the  retrieval  and 
use  of  product  structure  and  routing  information  for 
plaiming  and  costing  needs. 

-  Shop  Floor  Control  provides  current  status  of  jobs,  work-in- 
process,  and  production  activity  to  permit  detailed  planning 
and  scheduling. 

-  Master  Production  Scheduling  identifies  production  planning 
actions  that  need  to  be  taken  in  response  to  day-to-day 
events  and  ties  overall  business  planning  to  detail  operations. 

-  Capacity  Planning  identifies  potential  capacity  bottlenecks 
and  backlog  problems  so  that  adjustments  can  be  made. 

-  Cost  Accounting  controls  purchasing,  jobs,  and 
manufacturing  cost  information. 

-  Performance  Measurement  provides  feedback  and 
accountability  in  several  key  management  areas  to  allow 
executives  to  monitor  performance  of  their  business  against 
plan  (not  available  for  the  System/36). 

-  CIMPath  automates  data  collection  and  updates  from  the 
plant  floor  or  distribution  center  via  scanners,  magnetic  card 
readers,  hand  held  devices,  voice  input,  scales,  and  other 
devices. 

-  Advanced  Process  Industries,  introduced  in  1988,  supports 
process  industry  companies  in  application  areas  such  as  lot 
level  potency,  batch  balancing,  physical  versus  theoretical 
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quantities,  full  notes  subsystems,  lot  tracking,  and 
traceability. 

•  Distribution  Products 

-  Inventory  Management  allows  processing  of  information  on 
finished  goods,  work-in-process,  and  raw  material  inventory 
and  provides  summary  and  detail  analysis  on  demand  for 
both  accounting  and  production  control  purposes. 

-  Distribution  Resources  Planning  (DRP)  identifies  demand 
on  distribution  centers  and  resulting  impact  on  resupply 
facilities  and  presents  transportation  loading  and  scheduling 
information  (not  available  for  the  System/36). 

-  Order  Processing  processes  entry  and  disposition  of 
customer  orders;  provides  automatic  pricing,  inventory 
allocation,  and  information  for  production  and  accounting 
projections;  and  allows  printing  of  customer 
acknowledgements  and  shipping  documents. 

-  Billing  and  Sales  Analysis  allows  customer  orders  to  be 
billed  after  shipment.  Invoices  are  printed  and  inventory, 
sales,  and  accounting  information  is  maintained 
automatically. 

-  Purchasing  links  planning,  requisitioning,  receiving,  and 
inspection  to  inventory  stocks  to  permit  evaluation  of 
vendors  and  purchasing  performance;  and  prints  purchase 
orders  and  receiving  documents. 

-  Forecasting  provides  for  statistical  forecasts  of  future 
customer  sales. 

•  Financial  Products 

-  General  Ledger  and  Financial  Retrieval  System  provides  for 
accumulation  of  financial  information  to  support  accounting 
functions  and  allows  analysis  of  information  for  management 
decision  making;  and  allows  for  user-defined  financial 
reporting. 

-  Accounts  Payable  provides  for  the  control  and  processing  of 
payables  information. 

-  Accounts  Receivable  collects  and  disseminates  cash  flow 
information  aimed  at  accelerating  collection,  assessing 
credit,  and  reducing  bad  debt. 
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-  Multi-Currency  provides  multiple  currency  operations  for 
the  financial,  inventory,  order  processing,  billing,  and  sales 
applications. 

-  Currency  Translation  allows  consolidation,  reporting,  and 
analysis  of  multiple  currency  financial  data. 

-  Payroll  (U.S.  only)  provides  control  and  processing  of  payroll 
information  with  tax  calculations,  supporting  all  50  states. 
The  system  allows  user-defined  deductions,  prints  checks, 
and  produces  tax  reports. 

•  Decision  Support  Products 

-  Information  Retrieval  provides  access  to  the  applications 
data  base;  allows  technical  and  non-technical  end  users  to 
access  information  from  up  to  15  files  at  once,  manipulate 
that  information,  and  output  it  in  the  form  of  reports,  online 
graphs,  or  file  interfaces. 

-  Business  Modeling  provides  full  function  spreadsheet 
capabilities  as  well  as  a  direct  data  base  interface  to  any 
existing  application. 

-  Electronic  Mail  allows  users  to  create,  send,  receive,  file,  and 
print  communications  electronically  (not  available  on  the 
System/36). 

SSA  has  licensed  over  32,000  BPCS  products  to  over  4,000 
companies  worldwide. 

•  The  BPCS  products  currently  range  in  price  from  $3,000  to 
$30,000  per  product. 

•  Aimual  maintenance  fees  are  12%  of  the  current  list  price  for 
each  installed  product. 

•  Significan  new  Major  Account  clients  added  during  fiscal  1989 
for  BPCS  on  the  AS/400  included  British  American  Tobacco, 
GEC,  Kraft,  Philips  Petroleum,  3M,  Pepperidge  Farm,  Stone 
Container,  Texaco,  and  Unilever. 

SSA  introduced  its  second  product,  AS/SET,  in  November  1989. 
AS/SET  is  a  CASE  software  engineering  tool  designed  to  increase 
programmer/analyst  productivitiy  on  the  IBM  AS/400. 

•  AS/SET  became  available  on  January  31, 1990.  The  product 


Page  6  of  8 


Copyright  1990  by  INPUT.  Reproduction  Prohibited. 


February  1990 


SYSTEM  SOFTWARE  ASSOCIATES,  INC. 


INPUT 


ranges  in  price  from  $20,000  to  $70,000,  depending  on  the 
number  of  users  and  the  AS/400  model  used. 

Affiliates  are  responsible  for  product  installation  and  support 
services.  SSA  provides  technical,  applications,  and  sales  training; 
marketing  and  technical  support;  and  emergency  customer  service 
to  its  affiliates.  SSA  also  takes  primary  sales  responsibility  for 
large  accounts. 


Industry  Markets      SSA's  revenue  is  derived  primarily  from  the  discrete 

manufacturing,  process  manufacturing,  and  distribution  industries. 

The  target  markets  for  the  BPCS  product  line  include 
manufacturers  and  distributors  with  annual  revenue  ranging  from 
$10  million  to  $300  million  and  divisions  and  subsidiaries  of  larger 
companies. 

Currently,  the  majority  of  the  company's  customers  are 
intermediate  sized  companies.  However,  with  the  global 
management  capacities  of  the  BPCS  product  line,  a  significant  and 
increasing  porfion  of  sales  are  to  larger  companies.  To  date,  SSA 
has  made  sales  to  divisions  or  subsidiaries  of  over  150  of  the 
combined  Fortune  500  and  Fortune  International  companies. 


Geographic  Approximately  56%  of  SSA's  fiscal  1989  revenue  was  derived  from 

Markets  the  U.S.  The  remaining  44%  was  derived  from  various 

international  sources. 

A  three-year  summary  of  source  of  revenue  follows: 
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SYSTEMS  SOFTWARE  ASSOCIATES,  INC. 
THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

10/89 

10/88 

10/87 

ITEM 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

REVENUE 
$ 

PERCENT 
OF  TOTAL 

U.S. 

$53.7 

56% 

$36.6 

59% 

$19.3 

62% 

Europe/Middle  East 

23.4 

25% 

13.4 

22% 

4.0 

13% 

Asia/Pacific 

14.1 

15% 

8.1 

13% 

5.2 

17% 

Canada/Latin  America 

3.8 

4% 

3.4 

6% 

2.4 

8% 

TOTAL 

$95.0 

100% 

$61.5 

100% 

$30.9 

100% 

The  entire  BPCS  product  line  is  available  in  English,  and 
substantially  all  of  the  line  is  available  in  French,  German, 
Hebrew,  Ideographic  Chinese,  Italian,  Japanese,  Korean,  and 
Spanish. 

SSA  regional  offices  are  located  in  Chicago  and  Boston,  London, 
Syndey,  Singapore,  and  Tokyo. 
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